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Section-by-Section Analysis

The opening section.(gection 2) provides for the purpose
of the legislation. The purposes delineated include providing
a stable and flexible retirement plan which is comparable to
good private sector retirement benefits plans, enhancing pbrta-

- bility of'retireﬁeﬂt assets between Federal jobs and jobs outside
the Federal government, and ensﬁring a fully funded and financially
sound federal retirement program.

Title I - Civil Service Pension System

Section 101(a) amends title 5, United States Code, by
inserting a new chapter 84, entitled "Civil Service Pension
System' (CSPS).

Subchapter I of this chapter provides definitions for
administration of the CSPS, identifies the participants in the
new CSPS, and specifies its relationship to the Social Security
Act. Employees of the District of Columbia are specifically
excluded. Employees of the current Civil Service System are
included if they so choose pursuant to Section 8471.

Subchapter II describes the basic fetirement plan, which
is a defined benefits plan applicable to all permanentAemployees
covered by the Social Security System on or after January 1, 1984
and any employees subject to the CSRS who elect to join the CSPS.

Section 8411 of such title 1ists the combinations of age
and service which establish entitlement to a; immediate annuity.

Subsections (a) and (b) provide for an'immediate annuity
at age 55 with 10 years of service and age 62 with 5 years of .

service.
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Subsections (c) and (d) provide for an immediate annuity
to the special retirement classes (law enforcement officer,
firefighter, or air traffic controller) after 25 years of
service in those respective occupations or a combination thereof.

Subsection (e) recognizes the unique situation of
military technicians who must maintain military membership
as a condition of civil service employment. This currently
is covered, for National Guard technicians, in the National
Guard Technicians Act of 1968; for reserve technicians,
coverage is by administrative agreement with the Office of
Personnel Management.’

Subsection (f) provides for an immediate annuity to an
empioyee, other than a firefighter, law enforcement officer,
air traffic controller, or military technician, who is
separated from the service involuntarily and who has completed
25 years of service or is not less than age 50 with 20 Years
of service.

Subsection (gi provides that the annuity.authorized by
this section is computed under sections 8413 fhrough 8415 of
this title.

Section 8412 provides for deferred retirement at age 62
to a participant under age 62 who terminates service after
completing 5 years of civilian service or at age 55 to a
participant under age 55 who terminates service after compléiing

10 years of civilian service.
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Section 8413 provides the formula for computing the annuity
a participant is entitled to receive. The formula is one
percent of the average pay over a period of five consecutive
years multiplied by the number of years of service. For the
special retirement classes, an annuity supplement equal to the
amount of Social Security benefits paid at age 62 will be paid
to annuitants from age 55 until age 62. This supplement will
be increased annually by the percent increase in the Social
Security Actuaverage wage index.‘

Section 8414 provides for a reduction of an immediate
annuity by two percent for each year the participant is under
age 62 on the date of separation. For a parficipant, other than
one involuntarily separated under section 8411(f), who is under
62 when separated and who elects to receive an annuity after
becoming 55 and before completing 30 years of service, the annuity
is reduced by five percent for each year the participant is under
age 62. A five percent reduction for each year the participant
is under age 55 applies to law enforcement officers, firefighters,
air traffic controllers, and military technicians.

Section 8415 lists thé methods by which an annuity may
be reduced to provide for a survivor annuity.

Subsection (a) provides for an automatic annuity reduction
to provide a survivor annuity to the spouse of a married parti-
cipant unless the participant and his or her spouse jointly
waive the spouse's right to a survivor annuity as provided in
section 8432.

Subsection (b) provides for an automatic annuity reduction
when the participant has elected to provide a survivor annuity to

a former spouse under section 843S5.
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Section 8416 provides that OPM shall prescribe methods of
payment of annuities and participant election of the method
preferred. Included in those methods are:

-(1) a monthly annuity only during the life of the
annuitant |
(2) a monthly annuity for the joint lives of the
annuitant and spouse and the life of the one
of them who survives the other.

Section 8417 provides that a participant who retires prior
to age 62 may eiect to have his or her annuity payments adjusted
in such a way that the total amount received before and after
receipt of Social Security benefits begin is approximately
level. This does not apply to the special classes who receive
an annuity supplement between ages 55 and 62.

Section 8418 provides that each Federal agency shall
contribute an amount equal to the normal cost of an annuity
under this subchapter for the agency's employees, as determined
by OPM. It also provides for a yearly determination of the
Fund's supplemental liability which is to be credited to |
the Fund by the Secretary of the Treasury or the Postmaster
General of the United States, as appropriate.

Section 8419 provides that the Secretary of the Treasury
shall reimburse the Fund each fiscal year from the Department
of Defense Military Retirement Fund for the n;rmal cost relating
to the military service of employees and members who become
participants during the fiscal yeér.

Subchapter III describes the thrift savings plan, which

is an optional plan permitting participants and those former
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pafticipants who are receiving disability.benefits to con-
tribute a percentage of their basic pay or disability benefits
to a selected investmentVQéhiclé and have those contributions
matched oﬁe for one by the government, up to a maximum of

a five percent government contribution.

Section 8421(a) allows participants to contribute up to
10 percent of their basic pay to the thrift plan. Former
participants who are receiving disability_benefits may
contribute up to 10 percent of the disability benefits
payable. An opportunity to change the contribution amdunt
will be provided at least annually.

Section 8421(b) requires the employing agency to contribute
an amount equal to the contribution of the participant at the
same time as the participant;s contribution is made. The total
amoﬁnt of the employing agency's contribution cannot exceed five
percent of the participant's annual rate of basic pay or the
disabled participant's disability benefits for the fiscal year.

Section 8421(c)-provides that appropriations or funds
available to the agency for payments'of basic pay are to.
serve as the source of the agency's contribution to the
thrift fund.

Section 8421(d) provides that amounts contfibuted by
the employee to the thrift fund are not included in gross

income for income tax purposes. .
Section 8422 provides a vesting schedule for the thrift

plan. A participant immediately vests in his contributions

and their earnings. Beginning at one year of service, the

participant vests in 20 percent of the employer's contribution.
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This increases by 20 percent for each additional year of
participation up to five years and beyond, when the entire
share contributed by-the employer, plus interest, is vested.
A participant who dies while employed by the government
immediately vests in 100 percent of the employer's contribution
and the earnings on it. For a participant who sepérates from
employment before becoming entitled to an immediate annuity,
any employer contributions which he has not vested in are
transferred to the Treasury for credit to Miscellaneous Receipts.
Subsection 8423(a) permits a participant who separates
frdm government empioyment when entitled to an immediate annuity
to elect one of four methods of receiving money credited to
his or her thrift account. These methods are:
| (1) An immediate annuity
(2) A deferred annuity
(3) A lump sum withdrawal
(4) Transfer to an individual retirement account
or another qualified plan
Subsection 8423(b) permits a pérticipant who separates
from government employment entitled to a deferred annuity to
elect one of the methods described above of receiving money
credited to his or her thrift account.
Subsection 8423(c) permits a participant who separates

from government employment before becoming entitled to an
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immediate annuity to elect one of three methods of receiving
money credited to his or_her thrift account. These methods
are:
(1) An annuity at age 62
(2) A lump sum withdrawal at age 62
(3) Transfer to.an individual retiremént account
or another qualified retirement plan
Subsection 8423(d) permits a participant who elected to
defer an annuity payment to modify the date specified in that
election. |
‘Section 8424 describes how annqities,available from the
thrift plan will be computed and paid. The Thrift Investment
Board will prescribe methods of payment which must include a
monthly annuity payable only during the life of the annuitant
and a monthly annuity payable for the joint lives of the one who
survives the other. The amounts will be determined in accordance
with generally accepted actuarial practices. Methods for pro-
viding annual increases in the annuity payable must also be
prescribed. At the end of each fiscal year, a reconcil-
jation of the investment experience for the annuitant's
account and the actuarial assﬁmptiohs used to compute the
annuity will be made. Any excess return.may be used to
purchase an additional annuity payable from the fund.
Section 8425 provides rules for payment;-and elections--
by participants entitled to payments or transfers from the
thrift plan.

Section 8426 establishes the Thrift Savings Fund and
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prescribes how monies in the Fund may be used. Included in
‘these uses is an option for the Board to permit loans to
participants in cases of hardship.

Section 8427 identifies categories of investments
available to the Board for investment of sums in the Fund
and describes how employee and employer money will be invested
in them.

Subsection (a) defines terms used in application of this
section.

Subsection (b) requires the Board to establish three funds
under which sums in the Thrift Savings Fund may be invested and
provides an option to establish other funds. The funds are:

(1) A Government Securities Investment Fund which is
invested in special issues of the Treasury.

(2) A Guaranteed Income Investment Fund which is invested
in insﬁrance contracts, certificates of deposits,vor other
instruments which guarantee a specific rate of interest-for a
fixed period.

(3) A Common Stock Index Investment Fund which is invested
in common stock issues included in a commonly recognized stock
index in the same ratio to the total value of all shares in the
Fund that such common stock issues have to the total value
of all shares included in the index. -

Subsection (c) specifies that sums in the Thrift Fund
which are not available to be invested in one of the other
investment funds will be invested in the Government Securitie;
Investment Fund.

Subsection (d) states that participants may elect, at
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least once each year into which investmeht funds they wish
to have their Thrift Savings Fund invested.

‘Subsection (e) specifies that, during the .implementation
phase of the Thrift Savings Fund, a certain percentage of
the contributions made by and for the participant must be
invested in the Government Securities Investment Fund. For
participant contributions, the initial amount is 100%,
reduced over a five year period beginning with the second
year by 20% each year. For agency contributionﬁ, the same
phasing schedule applies, beginning with the sixth year.

All amounts earned on these contributions must be reinvested
in the Government Securities Investment Fund.

Subsection (f) permits the Board to contract with one
or more private business concerhs to administer any of the
investment funds created by this section.

Subsection (g) provides for the Secretafy of the Treasury
to issue, as needed by the Fund, two year notes bearing an
ihterest rate equal to the average market-yield of all such
notes as of the end of the month preceding the date of
issue. | |

Section 8428 prescribes how the Board is to account for
the funds of each participant in the System and requires
that the participant be provided an annual statement of his
or her account. An annual report by an independent qualifiéd

public accountant is also required.
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‘ Subchapter IV describes the benefits available to sur-
vivors of deceased parti;ipanté and former participants from
the basié_plan and the thrift plan.

Section 8431 provides for payment of death benefits
from the basic ﬁlan to a participant's survivor if the
deceased had five or more years of service. The survivor
gets 50 percent of the accrued annuity (computed as if the
worker had retired the day before death, with any applicable
early retirement reductions, but without the feductiqn for
survivor benefits).

The survivor annuity begins on the date the participant \
could have retired entitled to an immediate annuity.

Section 8432 provides for payment of deatﬁ benefits
from the basic plan té the survivor of a retiree who did not
waive a survivor annuity and to the survivor of a former
participaﬁt entitled to a deferred annuity. Survivors eligible
for social security benefits get 50 percent of the unreduced
annuity (except for early retirement reduction). Survivors
who are not eligible for social security get the full annuity
that was payable to the retiree (after reductions for early
retirement and survivor benefits). When they become eligible
for social secufity, they get 50 percent of that amount,
taking into account any adjustments made in ghe annuity
since the date of death.

Money required to pay an annuity to a former spouse‘is

deducted from the amounts described above.
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Section 8433 provides for survivor benefits from the thrift
savings plan using one of three methods. These are:
(1) An annuity payable for life,
(2) Transfer of the money to the spéuse's individual
retirement account, or
(3) Lump sum payment

Money required to pay an annuity to a former spouse is
deducted from a distribution to the surviving spouse or the
estate and held in a fund until expended in payment of that
annuity, unless terminated. Any remaining money in such fund
goes to the surviving spouse or the estate.

Section 8434 provides for survivor benefits from the
basic plan and the thrift plan for eligible former spouses.

The benefits from the basic plan are the same as for a sur-
viving spouse under sections 8431 or 8432.

-- In all three of the above sections, any prior elections
or prior court orders or decrees concerning an annuity for a
former spouse must be honored before payment to a surviving
spouse 6r another former spousexcan be made.‘

-- Benefits from the thrift fund are determined actuarially.

Section 8435 provides for a former participant to elect a
survivor benefit from the basic plan and the thrift plan for
an eligible former spouse. -

Subsection (a) permits a participant who has a former
spouse to elect an annuity reduction in order to provide a
survivor annuity to such former spouse. The election must be
made on the date payment of an annuity from the basic plan

- commences or, if later, within two years after the date on which
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the marriage of the former spouse to thé participant is dissolved.
A,déposit, computed to reflect the amount by which the annuity
would have been reduced if it had been continuously in effect
since the date the annuity-commenced, is required. An election
of an annuity reduction to provide a survivor benefit to a
former spouse shall not be effective if it:
(1) conflicts with a court order or decree,
(2) exceeds the funds available to pay it, or
(3) is»made without the spouée's written consent.
Subsection (b) provides that a retiree whose annuity
is being reduced to provide a survivor benefit to a former
‘ spouse may elect to provide or increase a survivor annuity
for any other former spouse. This election must occur within
two years after the formef spouse's date of death or remarriage
before age 55. |
Subsection (c) provides for a former participant to elect
to provide or increase a survivor annuity to his spouse if the
entitlement of an eligible former spouse is terminated or reduced
due to femarriage or death.
Subsection (d) provides that a retiree who is married on
the date the annuity commences, whose marriage terminates,
and who subsequéntly remarries may elect,.within two years of
remarriage, to provide an annuity for the new spouse. A deposit
to retroactively fund this benefit is required. h
Subsection (e) requires a six percent interest payment
on any deposit needed to fund an annuity election under -

subsection (a) or (d).
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Subsection (f) provides for offsetfing the retiree's
annuity if the deposit required by subsections (a) and (d)
is not made.

Subsection (g) permits OPM to extend the time 1limit for
making the deposit required by subsections (a) and (d).

Subsection (h) provides for a waiver of the requirement
that the spouse of a retiree waive a right to a survivor
benefit in certain situations.

Section 8436 provides for termination of a survivor annuity
on death of the spouse, or former spouse, dissolution of the
marriage, or remarriage of the former spouse before reaching
age 55.

Subchapter V describes the disability benefits available
to a participant who has at least 18 months of service.

Section 8441 provides definitions for the administration
of this benefit.

Section 8442 provides that an eligible participant is
entitled fo receive benefits under this subchapter if disabled
based on the Social Security definition and under 62 or if unable
to work in current position and ineligible for reassignment and
under 55. At age 62/55, the annuity is payable under the basic
plan provisions of subchapter II based on at least 5 years
actual service plus projected service through age 62/55. Average
pay for an employee who meets the Social Security disability
definition is equal to pay on the date of disability, increased
each time after that date by the compounded overall average
percentage increase in the rates of the General Schedule

. pursuant to section 5305.!
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Section 8443 provides the following methods for computing
disapility benefits:

. (1) If eligible for Social Sécurity or ineligible
for Social Security only as a result of in-
sufficient quarters of coverage, 60 percent of
average pay minus 100 percent of the Social
Security benefit.

(2) If occupationally disabled, 60 percent of final
pay for the first year. After the first year,
40 percent of final pay while the participant.
is under 55 years of agé.

Section 8444 requires a claim for disability benefits to
be filed within one year after the date the participant sepa-
rates from employment by the Federal Government. This time
limit may be waived by the insuror.

Section 8445 requires the insuror to direct a medical'
examination of disability retirement applicants.

Section 8446 requires that an applicant who is determined
able to perform the work required in any position offered by the
agency for which he is qualified, is not lower than two grades
or levels below his grade or level, and is within his commuting
area must be considered for appointment to such position. The
applicant is entitled to appeal a determination that be is able
to perform the work required of such positon.

Section 8447 provides for termination of disability benefits
to an individual who recovers from the disability before reach-

ing age 62 or, in the case of an employee who is occupationally
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disabled, age 55. These benefits may be resumed if there is a
recurrence of disability.- .In the case of an individual whose
benefits were terminated due to restored earning capacity,
benefits are resumed if he is not reemployed within one year,
his disability continues, and his income for one year is less
than the amount establishing his restored earning capacity.

Section 8448 establishes that an individual is not
entitled to receive both disability benefits under this chapter
and injury compensation benefits under subchapter I of chapter
81 of this title for the same period of time.

Section 8449 provides for disability benefits for a
Reserve Components technician who is separated from employment
as a technician due to a disability which disqualifies him
from membership in the National Guard or from holding the
military grade required for such employment and who is not
placed in another position.

Section 8450 provides that OPM will purchase a disability
insufance policy from a disability insurance company'to provide
disability benefits to those eligible and to enter into a contract
with the company to administer program provisions which OPM
is not specifically required to do. The contract may not
exceed 5 years and may include a provision authorizing
extensions for 1 year at a time. -

Section 8451 provides for OPM to arrange with the disability
insurance company for the reinsurance of portions of the total
amount of insurance with other disability insurance companies.

OPM will determine which companies are eligible to participate
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as reinsurers at least every 3 years and will establish a
formula for the amount of insurance retained by the issuing
company and the amount of reinsurance.

Section 8452 provides for the requirements for the
annual accounting of the insurance policy to OPM and for a
special contingency reserve.

Section 8453 provides for the establishment of an
Employee Disability Insurance Fund in the U.S. Treasury and
requires agencies to make payments.to the fund from their
salary appropriations.

Subchapter VI describes general provisions applicable
to the administration of the basic plan..

Section 8461 provides that OPM shall pay all benefits
payable under the basic plan from the Fund.and shall administer
all provisions not specifically required to be administered
by the Board.

Section 8462 provides for an annual adjustment to the
basic‘pension,as a result of an increase in the consumer
price index as follows:

(1) Up to 4%, 50% of CPI.

(2) From 4 to 8%, 75% of CPI.

(3) Over 8%, CPI minus 2.
The adjustment is made in December (payable in January), and '
is based on the.change from September to September. A pro -
rata share of the increase is payable to retirees or survivor

annuitants for whom this is the first increase.
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Section 8463 provides that each annuity and disability
benefit is stated as an annual amount, one-twelfth of which
is the monthly rate payable.

Section 8464 provides that a participant’sAanhuity
under the basic pension begins to accrue on the day after
the participant separates from'government employment and
terminates on the date of death or other terminating event
provided by law. It further provides that a survivor
annuity begins to accrue on the date of death of the partic-
ipant or retiree on whom the annuity is based and terminates
on the last day of the last month ending before the surviving
spouse dies or remarries before age‘SS. In the case of a
participant not eligible to refire on the date of death, the
annuity commences on the date the participant would have
been eligible to retire.

Section 8465 provides that an individual entitled to
receive a basic pehsion may waive receipt of all or part of
the benefits. An individual may also make allotments from
the benefit payment. ‘ |

Section 8466 provides that an application for benefits
must be received before the former participant's 115th
birthday; for survivor benefits, the application must be
received within 30 fears after the death or other event
which establishes entitlement to the benefit.

Section 8467 requires Compliance with the terms of a
court order requiring payment of an annuity, in whole or in

part, to another person.
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Section 8468 provides for terminatibn of an annuity
when an annuitant is employed in an appointive or elective
position in the Government. Upon termination of the employ-
meﬁt, his annuity rights are redetermined. The amount of
the annuity resulting from a redetermination is not less
than the amount of the terminated annuity plus any increases
under section 8462 of this title.

Subchapter VII outlines the transition provisions for
individuals covered by the CSRS who choose to participate in
the CSPS.

Section 8471 permits CSRS participants to begin partici-
pation in the CSPS and retain accrued credit for entitlement
to benefits under the CSRS for service subject to that
system. It also provides that rehires who are required to
participate in the CSPS retain credit earned under CSRS and
are permitted to deposit to the fund any amount previously
refunded.

Section 8472 provides tﬁat CSRS participants who elect
to first participate in the CSPS are allowed Credit-for
service under both systems for purposes of determining
eligibility to retire in both systems. Pay for such in-
dividuals subsequent to beginning participation in the CSPS
is taken into account in computing average pay under both
systems.

Section 8473 provides that service by a participant

during the temporary adjustment period will be recognized by

N
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transferring from the Fund to the Thrift Savings Fund an
amount which equals twice his or her contributions in any
calendar -year plus interest for such calendar year at the
rate determined under section 8334 (a) 6f title 5. The
amount transferred will be in the form of interest-bearing
securities of the United States. For vesting purposes, half
of the amount will be treated as a contribution from the
participant and half as a contribution by the employing'agenﬁy.

Section 8474 defines ''reemployed annuitant' for various
Government retirement systems. This section provides that
a reemployed annuitant retains entitlement to the Government
retirement system under which he/she retired. It further
provides that service performed as a reemployed annuitant
under CSPS shall be credited only for eligibility to retire
under CSPS and cannot be considered creditable service for
the annuitant's previous-retirement system and that pay earned
as an employee before and after reemployment is considered in
computing average pay under both the CSPS and.the annuitant's
Government retirement system. |

Section 8475 excludes former CSRS participants who join
the CSPS from the offset provisions of the Social Security
Act.

Section 84764authorizes OPM to prescribe-regulations to
carry out this subchapter. | R

‘ Subchapter VIII describes the Civil Service Thrift

Investment Management System.
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Section 8491 establishes a Civil Se£vice Thrift Invest-
ment Board, composed of the Chairman of the Federal Reserve
Board, the Secretary of the Tréasury, the Director of OPM,
and two representatives of Federal employee organizations
appointed by the President. The Chairman of the Federal
Reserve Board will chair the Board. Specific responsibilities
of the Board are detailed here.

Section 8492 provides for the establishment of a Civil
Service Thrift Investment Advosory Committee, composed of six
members appointed by the Board. Three are to be investment
asset managers and three are to be administrators of thrift
savings plans.

Section 8493 provides for the Board to appoint an Executive
Director to carry out the policies of the Board in administering
the Thrift Savings Fund. The Executive Director is authorized
to enter into contract as necessary to carry out these policies.

Section 8494 states the investment policy governing the Fund.

Section 8495 provides rules of administrétion for the Board.

Section 8496 establishes requirements reiating to invest-
ment fund contracts.

Section 8497 identifies fiduciaries and their responsi-
bilities, defines "party in interest," lists prohibited
practices by fiduciaries, and describes penalties for
committing a prohibited practice.

Title II - Amendments relating to Social Security.

Section 201(a) amends section 210(a) (5) of the Social

' Security Act by adding a new subparagraph concerning service
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performed by an individual who transfers to or commences
participation in the CSPS.

Section 201(b) amends section 3121(b)(5) of the Internal
Revenue Code of 1954 by adding a new subparagraph concerning
service performed by an individual who tran;fers to or com-
mences participation in the CSPS.

Title III - Miscellaneous and conforming Amendments
Section 301 extends the Federal Employees Retirement
Contribution Temporary Adjustment Act of 1983 from January 1,

1986 until January 1, 1987.

Section 302 amends section 5363(a) of title 5, United
States Code, to provide pay retention for disabled employees
_placed as a result of subchapter V of chapter 84 in a lower
grade position.

" Section 303(a) amends section 8331 of title 5, U..S.
code, to exclude District of Columbia government employees
first employed after January 1, 1987.

Section 303(b) amends section 8332 of tiﬁle 5, United
States Code, by adding a new subsection excluding participants
in the CSPS from the creditable service provisions of the |
CSRS.

Section 303(c) amends section 8333(b) of title 5, United
States Codes'to modify the requifement for an-employee or
Member to complete at least one year of creditable service
as a participant'qut of the last two years before separation
to include service under chapter 84. It also amends section
8333(c) by making the contribution requirements applicable only
to service performed while not a participant in the CSPS under

chapter 84. .
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Section 303(d) amends section 8334(a) of title §,
United States Code, relating to deductions from an employee's
pay for both CSRS and Social Security coverage. An employee
who was covered by'the CSRS on December 31, 1983 and who was
subsequently covered by Social Security will continue in the
CSRS at a reduced contribution. The contribution to CSRS
will be equal to the excess of the employee's normal CSRS
contribution over the full Social Security contribution.

Section 303(e)'amends section 8334(d) of title 5,
United States Code, to exclude participants under chapter 84
from making a redeposit to the Fund for a refund of retire-
ment deductions covering service for which they may Be allowed
credit under subchapter III of chapter 83.

Section 303(f) amends section 8339 of title 5, United
States Code, to specify that the CSRS benefit will be offset
by 100% of the Social Security benefit attributable to
federal service. |

Section 304 amends section 1005(d) of title 39, United
States Code, to include officers and employees of the Postal
Service for coverage under the provisions of chapters 83 and
84 of title 5.

Section 305 requires agencies to pay all group life
insurance basic plan costs from salary appropriétions.

Section 306 amends title 5, U.S. Code, to incorporate
health benefit plan eligibility requirements for former
spouses aS a result of P.L. 98-615.

Section 307 amends section 2105(c) of title 5 to provide
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that chapter 84 does not apply to employees of nonappropriated
fund iﬁstrumentabilities;‘

Title IV - Authorization and Effective Dates.

Section 401 provides for payment of the fiscal year
1986 expenses of the Civil Service Thrift Investment Board
from appropriations.

Section 402 provides that this act takes effecf 180
days after enactment, except for subchapter VIII of chapter
84 (relating to the Civil Service Thrift Investment Board),

which takes effect on the date of enactment.
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99th CJONGRESS
1st Session

IN THE SENATE OF THE UNITED STATES

introduced the following bill; which was read
and referred to the Committee on

Mre.
twic

o

A BILL

To amend title 5, United States Code, to establish a new

retirement and disability plan for Federal employees, postial

employees, and Members of Congress, and for other purpdoss=s.
1 Be 1t enacted by the Senate and House of Repgeseatatives
2 of the United States of Amerlca in Congress issembled,
3 That this Act may be citzd as the **Civil Serwvice Peansion
4 Reform Act of 1985°°.
5 PURPOCSES
6 Sec. 2. The purpossss of thls Act are--
7 (1) to provide Fsderal employees with a retirement
8 benefits plan which 1s comparable to good private sa2ctor
9 retirement benefits plans;
10 (2) to promote financial stabillity and flexibility
11 for the future of each Federal employee;
12 (3) to ensure a fully'funded and financially ssuni
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2

Federal Governmant r2tirement benefits plan;

(4) to enhance portability of retirement assats

between Federal jobs and jobs outside the Federal

Government;

(5) to increas2 the options of each Federal 2mploy=e

with respect to retirement benefits plans;

(6) to encourage Federal employees to increase

pecsonal savings;

(7) to include Fa2deral employees in the investmant

decisionmaking process with respect to the assets of the

retiremant system; and

(8) to extend financial protection from disability to

additional Federal employees and to increase such

protection for eligible Federal employees.

TITLE I--CIVIL SERVICE PENSION SYSTEM

ESTABLISHMENT

Sec. 181. (a) Title 5, United States Code, is amendesd by

inserting after chapter 83 the following new chapter;

‘*CHAPTER 84--CIVIL SERVICE FENSION SYSTEY

‘**SUBCHAPTER I--DEFINITIONS; CIVIL SERVICE PENSION SYSTEX

**Sec.
*tsug.
© Yt8up2.
‘'8u@3.

**8u11,
*t8412,
**8u413.

Definitions.
Civil Servicz Penslion System; participation.
Relationship to the Social Securlty Act.

**SUBCHAPTER II--BASIC PLAN

Entitlement.
Deferred retirement.
Computation of annuity.

3
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**8414., Reduction for early retirement.

**8415. Reduction for survivor annuities.

**8416. Methods of paymentss

‘**8417. Level benefits option.

‘*8418. Funding. ,

**8419. Funding of annuity attributable to military service.

**SUBCHAPTER III-~-THRIFT SAVINGS PLAN

‘**8421. Contributions.

**8422., Vesting.

**8u423. Entitlement and elections relating to entitlement.

**8424,. Annuities: methods of payment; election; and
computation.

**8425. Administrative provisions relatlng to payments and
elections.

**8u26. Thrift Savings Fund.

**8427. Investment of Thrift Savings Fund.

**8428. Accounting.

**SUBCHAPTER IV--SURVIVOR BENEFITS

**g8u431. Basic plan ben=fits relating to death of a
participant.

**8432., Basic plan b2nefits relating to death of a formsr
- participant. . :
**8433, Survivor benefits under the thrift savinis plan.
**8434. Survivor benefits for former spouses: entitlements

amount. .
**8435. Survivor benfits for former spouses: 2lections,
deposits and collections, and administrative
provislions.
**8435., Termination of entitlement.

‘*SUBCHRPTER V--DISABILITY BENEFITS

**8441., Definitions.

**8442. Entitlement.

**8443. Computation 2f benefits.

*‘8u44, Application.

**8445., Medical examinations.

**gy4u6, Offers of alternative employment.

**8u447. Recovery or restoration of earning capacitye.
**8448., Relationship to workers’ compensation.
**8449,. Reserve components techniclans. -
**8u4509. Disability insurance and administration.
**8451. Relnsurance.

**8452, Annual accounting: special contingency r2serve.
**8453. Employees’ Disablility Insurance Fund.
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‘* SUBCHAPTER VI--GENERAL AND ADMINISTRATIVE PROVISIONS

*t8u61.
‘8462,

‘8463,
‘'8u64.
*'8Uu65.
‘8466,

‘8467,
*t8u68.

*t8u71.

‘8472,

‘v 8473,
‘8474,
‘18475,

‘8476

‘*SUBCHAPTER VIII--CIVIL SERVICE THRIFT INVESTMENT MANAGEMENT

‘t8u91.
‘*t8492.
**8493.
‘8494,
‘3495,
‘8496,
**8497.

Authority of the Office of Personnel Management.

Cost-of-1living adjustment in basic plan annuities,
survivor annuities, and disability benefits.

Rate o0of benefits.

Accrual and termination of annuities.

Walver, allotment, and assignment of ben=fits.

Application for benefits.

Court orders.

Annuities and pay on reemployment.

**SUBCHAPTER VII--TRANSITION PROVISIONS

Treatment of certain individuals subject to tne Civil

Service Retirement and Disability Systam.

Speclal rules for participants retaining entitlament
in the Civil Service Retirement and Disability
System.

Participants hirsd during temporary adjustment
period. '

Reemployed annuitants under the Civil Servica
Retirement and Disability System.

Exemption from cartain offset provisions of the
‘Social Security Act.

Regulations.

SYSTEM
Civil Servic2 Thrift Investment Board.
Civil Servics Thrift Investment Advisory Comnittee,
Executive Director.
Investment policy.
Administrative provisions.
Requirements relating to investment contracts.
Fiduclary responsibilities; 1iability and nenalty.

‘*SUBCHAPTER I--DEFINITIONS; CIVIL SERVICE PENSION SYSTEM

‘s 8401. Definitions

**EXcept as otherwise provided in this chaptec, for the

purposes of this chapter-- -

**(1) the term ‘account’, when used with respect to a

pa:ticipant or annulitant, m=ans an account established

and maintained under section 8428(a) of this titls;

N
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5

‘?(i) thé term ‘anuitant' means a former participant
who 1s entitled to an annulty under this chapter and who
has applied under thls chapter for'the payment of the
annuity to begin;

**(3) the term ‘*average pay‘’, when used with resp=ct
to a participant, means the largest annual rate resulting
froﬁ averaging the participant’s ;ates of basic pay in
effect'over any 5 consecutlive years of creditabls servlice
or, in the case 2f an annulity under this chapter bas2d on
service of less than 5 years, over the total service,
with each rate weighted by the time it was 1in effect;

**(4) the term ‘basic pay’, when used with raspsct to
4 participant--

**(A) means the lesser of--

**(1) the basic pay of the participant .
established pursuant to law, without regard to
any provision of law limiting the rate of pay
actually payable in any pay perlod.(includlng any
provision of léw restricting the use of
appropriatad funds); or

**(11) the rate of basic pay payable for
level I of tne Executive Schedule; and
**(B) includes the ltems described in-

subparagraphs (A) through (D) of paragraph (3) of

section 8331 of this title and does not include tA2
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1 items excluded by such paragraph:;

2 **(5) the term ‘*Board’ means the Civil Service Thrift

3 Investment Board established by section 8491(a) of this

" title; |

5 **(6) the term *C1ivil Service Retirement and

6 . Disability Fund’ means the Civil Service Retirement and

7 Disability Fund referred to in section 8348 of this

8  title;

9 **(7) the term ‘court’, when used with respect to a
10 judgment, decree, order, or other Jjudicial action, means
1M any court of the United States, a State, the District of
12 Columbla, the Commonwealth of Puerto Ricd, or a territory
13 or possession of the United States, or any Indian court,
14 having Jjurisdiction to issue such judgment, decr=2s, or
15 order or to take such other judicial action;

16 **(€) the term ‘Director’ means the Director 2of tn2
17 office of Personnel Management;

18 **(9) the term ‘dynamic assumﬁtlons' means econodaic
19 assumptions that are used in determining actuarial costs
20 and liabilitlies of a retirement system and anticipating
21 the effects of long-term future--

22 **(A) investment ylelds,

23 **(B) increasés in rates of basic pay, and

24 **(C) rates of inflation;

25 **(19) the term ‘earning’, when used with respect to
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7 .
the Thrift Savings Fund, means ths2 amoﬁnt of the gain
realized or yield received from the investment of sums in
such fund;

**(11) the term ‘eligible former spouse’, when used
with respect to a participant or former participant,
means a former spouse of the participant or former
participantlwho was narried to the participant or former
participant for at least 9 mon;hs;

“(12; the term ‘employee’ means--

**(A) each individual referred to in -
subparagraphs (&), (E), (F), (H), (I), and (J) of
section 8331(1) of this title, including a law
enforcement offi:er of the United States Park Police
and a law enforcement officer of the Unlited States
Secret Service; and | |

‘**(B) a Coagressional employee as defined in
section 2157 of this title, including a temporarcy
Congressional 2mployee:;

any of whose service after December 31, 1983; is
employment~for_the purposes of title II of the Social
Security Act and chapter 21 of the Internal Revenue Code

of 1954, except that such term does not include any
individual referred to in clause (1), (ii), (v), (vi), or
(ix) of paragraph (1) of section 8331 of this title or in -

the undesignated matarial after clause (ix) of such
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1 | paragraph, any iandividual éxciuded under section
2 8482(b)(2) of this title, or any individual who was
3 | subject to subchapter III of chapter 83 of tnls titlzs an
4 December 31, 1983, and has not commencéd participatisn in
5 the System pursuant to section 8471 of this titls;:
6 **(13) the term ‘Executive Director’ means the
7 Executive Director appointed under section 8493(a)(1) of
8 this title:
9 | **(14) the term ‘firefighter‘ means an employee the
10 duties of whose position--
11 -**(A) are primarily to perform work directly
12 connected with the control and extinguisnment of
13 fires; and ‘
14 ‘;(B) are sufficlently rigorous that employmant
15 opportunities are required to pe limited tb young and
16 | physlcally vigorous individuals, as determinad by the
17 Director of the Jffice and the Director f the Jffice
18 of Management 2and Rudget consldering the
19 recommendation of the employing agency:
20 **(15) the term ‘Fund’ means the Civil Service
21 Retirement and Disability Fund:;
22 ' **(16) the term ‘Government’ has the same meaning
23 provided in section 8331(7) of this title; -
24 **(17) the term ‘law enforcement officer’ means an
25 employee, the duties of whose position--
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1 **(A) are primarily the lnvestigation,

2 apprehension, or detention of individuals suspected

3 or convicted of offenses against the criminal laws of
u the United States, or the protection of officials of
5 the United States agalnst threats to personal safety:
6 énd

7 **(B) are sufficiently rigorous that employment

8 opportunities are required to be limited to young and
9 physically vigorous individuals, as determina2d by the
12 Director of the O0ffice and the Director of the Jffice
11 of Management and Budget considering the .
12 recommendation of the employing agency:
13 ' **(18) the term ‘loss’, when used with respect to the
fa Thrift»Savlngs Fund, means the amount of the loss
15 realized from the investment of sums in such funi;
16 **(19) the term ‘lump-sum credit’ has ths same
17 meaning as provided by section 8331(8) of this title;
18 “(éﬁ) the tern " Member’ has the sam2 meaning 3s
19 provided by section 2186 of this title, except that such
20 term does not includs a Member who was subject to
21 subchapter III of chapter 83 of this title on December
22 31, 1583, and has not commenced participation in thn2
23 | System pursuant to ssction 8471 of this titles
24 - **(21) the term ‘net earnings’ means the excesss of
25 earnings over losses:;
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1 **(22) the term ‘net losses’ means the excess of

2 losses over earnings: |

3 **(23) the ternm ‘norma; cost’ means the 2ntry-age

4 normal cost of the System, computaed by the office in

5 accordance with generally accepted actuarial practice and
6 standards (using dynamic assumptions) and expressed as a
7 level percentage of aggregate basic pay:;

8 **(24) the term *0Office’ means the Office of

9 Personnel ¥anagement;

10 ) **(25) the term ‘participant’ means an employee or

11 Member;

12 **(26) the term ‘price Index’ has th2 same m=2aning as
13 provided in section 8331(15) of this title;

14 **(27) the term ‘service’, when used with respect to
15 a participant or former particlipant, means, subjzct to .
16 section 8413(a) of this title, employment of the

17 participant or former participant (while a participant)
18 that-- |

19 **(A) would be craditable under section 8332 of
20 this title i1f the participant or annuitant ware
21 subject to subchapter III of chapter 83 of this title
22 instead of this chapter; and
23 ‘ **(B) is not credited for the purposes of the
24 application of such subchapter to th2 participant or ‘
25 former participant;
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“(éa) the tern ‘supplemental liability’, wh2n used

with respect to a fiscal year, means the estimatad excess

of--

**(A) the sum of--

**(1) th2 present value of all futurs
benefits payable from the Fund after such fiscal
year to participants and former participants, and
to thelir survivors, und2r this chapter, zomputad
in accordance with generally accepted actuarial'
practice and standards (using dynamic
assumptions),

‘*(i1) the'excess of the amount 2f the
administrative expenses 1n§urred by the 0ffice in
carrying out this chapter durind such fiscal year
over the amount of the administrative expenses .
estimated for such fiscal yeér for the purpdss2s
of clauss (1il) of this paragraph at the end of
the preceding fiscal year; and

‘*(ii1) the estimated amount 5f the
administrative expenses that the Office will
incur in carrylng out this chapter during the
ensuing fiscal year; over :

**(B) the sum of-- : -
**(1) the total amount of the contributions

made on behalf of participants pursuant to
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section 8418(a) of this title;

**(11) the present value of the future
contributions to be mad2 on behalf of
participants pursuant to such section 8418(3a);

‘*(111) the amount of the net earnings from
investment of sums contributed on behalf of
participants pursuant to such section 8418(a);
and |

**(lv) the present value 6f the amount >f the
future net earnings expected to be r=2alized from
investment of sums contributed on benhalf of
participants pursuant to such section 8418(3);
and

**(29) the term ‘System’ means the Civil Servica

Pension Systém described in section 8482(a) of this

title. |
‘S 8492. Clvil Servic2 Pension System; participation

**(a) The provisions of this charter comprise th2 Civil
Service Pension System. |

**(b)(1) Except 3as provided in paragraph (2) of this
subsection, each employe2 and Member shall be a participant
in the System.

**(2)(A) The Office may exclude from the operation of
this chapter an employ2e or group of employees in or und2r an

Exacutive agency whose employment is temporary or
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1 intermittent, except an employee whose empléyment is part-
2 tine career employment (3as defined in sectlion 3421(2) 2f this
3 title).
4 - **(B) The A;chitect 2f the Capitol may exclude fcom the
5 operation of thls chapter an employee under the 0ffice 2f the
6 Architect of the Capitol whose employment is temporacy or of
7 uncertaln duration.
8 **(C) The Librarian 5f Congress may exclude from the
9 opsration of this chapter an employee under the Library of
19 Congress whose employment is temporary or of uncartain
11 duration.
12 *°§ 8403, Relationship to the Social Security Act
13 *‘*Except as otherwlise provided in this chapter, the
14 Dbenefits payable under the System are in addition to ths
15 benefits payable under the Social Security Act.
16 ‘*SUBCHAPTER II--BASIC PLAN
17 **§ 8411, Entitlement
'18 **(a) An employ=2e or a &ember who 1s separated fron
19 employment by the Federal Government after becoming 55 y23rs
20 of age and completing 19 years of service is entitled to an
21 imnedliate annuity.
22 ‘*(b) An employes or a Member who 1s separatad from
23 émployment by the Federal Government after becoming 52 years
24 of age and completing 5 years of service 1is entitled to an

25 1mmnedliate annuity.
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**(c) An employee who 1s separated from emplovment by the
Federal Government after coméleting 25 years of service as a

law enforcement cfficer or firefighter, or any combination of

such service totaling at least 25 years, i1s entitlecd tc an

immediate annuity.

**(d) An employee who 1s separated from employment by the

Federal Government after completing 25 years as an air

traffic controller is entitled to an irmediate annuity.

**(e)(1) For the purposes of this subsection, the term
*military technician’ means 3 member cf one of the reserie
cbmponents of the Armed Forces specified in s=2ction 2€1(a) of
title 19 who is assigned to a civilian position as a
technican 1n the administration and training o5f such reserve
components of the Armed Forces or in the maintenance ar-
repdir of suppliss lssued tc such reserve comnonents c¢f the
Armed Forces.

*Y(2) A military technician who 1is separated frem
employment by the Federal Gevernment after becoming &5 years
of age and completing 3¢ vears of service is entitled to an
immediate annuity.

**(£)(1) Except as provided in paragraghs (2) and (3) of
this subsection, any employee who has completed 25 years of
service, or is not less than 58 years of age and has
completed 2¢ years of service, and who--

**(A) is separated from emplovment by the Federal
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1 Government involuntarlily, except by reméval for cause on
2 charges'of misconduct or delinquency, or

3 **(B) while serving 1n # éeographic area designated

4 by the Director, is voluntarily separated from emnploymant
5 'by the Federal Government during a period that (as

6 determined by the Director)--

7 ' ** (1) th2 agency in which the employese 1is sa2crving
8 is undergoing a major reorganization, a major

9 reduction in force, or a major transfer of functlon,
19 and
11 **(11) a significant percentage of the total
12 number of employses serving:in such agency will be
13 separatad or subject to an immediate reduction in the
14 fate of basic pay (without regard to subchapter VI of
15 chapter 53 of this title or comparable provisions),

16 1is entitled to an immediate annuity.

17 **(2) An employe2 dJescribed in paragraph (1)(A) 2f this
18 subsection 1s not entitlad to an annuity undar tdis

19 subdbsection |if the'employee has declined a reasonable offer of
28 another position in the 2mployee’s agency for which the

21 employee is qualifled and the offered position 1s not lower
22 than 2 grades or pay levels below the employse’s grads oc pay
23 level and 1s‘within the e2mployee’s commuting area.

24 **(3) pParagraph (1) o2f this subsection shall not apply to

25 a firefighter, a law enforcement officer, an air traffic
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controller, or a military technician (as defined in sectiosn

8411¢e)(1) of this title).

**(g) An annulty authorized by this section is computed

under éections 8413 through 8415 of this title.
‘'S 8412, Deferred retirement

| **(a) A participant who is under 55 years of age and
separates from employment by the-Federal'Government after
completing 18 years of civilian service is entitled to an
anauity to commence sn or after the date the participant
becomes 55 years of ag2 but not later than the date the
participant becomes 52 years of age, as electead by tne
participant under rules prescribed by the Office.

‘*(b) A participant who is under 62 years of age and
éeparates frbm employment by the Federal Government after
completing 5 years of civilian service and befors completing
19 years 92f civilian éarvice is 2ntitled to an annulity t>
commence on the date the carticipant becomes 62 years of age.

‘*(c) An annulity authorized by this section is computad
under sections 8413 through 8415 of this title. |
‘**S 8413. Computation of annuity

**(a)(1) Except as provided in section 8414 or 8415 of
this title, the amount of the annuity a forma2r participant is
entitled to recesive under this subchapter shall be egual t>
the product of 1 percent of the former partlcipant's average

pay (while serving as an emplcyee or Yember) multiplied by
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1 th2 participant’s total service.

2 **(2) For the purposes‘of-computlng the amouant of an

3 annuity under paragrapn (1) of this subsection, the total

4 service of a participant who separates from employment by the
5 Federal Government entltled»to an immediate annulity or who

6 di=2s leaving a survivor or sdrvivors entitled to a survivor

7 annuity includes the days of unused sick leave credited to

8 the participant under a formal leave system.

9 **(b)(1) Except as provided in section 8415 2f tials

19 title, a former participant who is entitled to racelve an

11 annulty under subsection (c) or (d) of section 8411 of this
12 title and 1s at least 55 years of age and not more than 62

13 years of age shall bz 2ntitled to receive an annuity

14 supplement, in addition to the amount of the annuity computad
15 under subsection (a) of this section, while the former

16 participant is under 62 years of ags.

17 **(2) The amount of the annuity supplement payablzs to a
18 fo-mer participant und2r oparagraph (1) of this Subse:tion

19 Shall be egual to the amount of the beneflits that--

20 **(A) the former participant would be'entitled to

21 receive under title II of the Soclal Security Act 1f the
22 participant were 62 years of age on the date the anauity
23 referred to 1n such paragraph comm2nces; and -

24 - ''(B) is attributable to service referred to in _
25 section 8411(c) or 8411(d) of this title, as applicabdble,
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increased as provided in paragraph (3) of this subsection.
**(3) Effective on January 1 of each year, the amount of
th2 annulty supplement payable to a former participant under
this subsection shall be increased by the éppllcable
peccentage increase (as defined in sectioh 215(1)(1)(C) of
the Soclal Security Act) by which benefits under title II of
the Soclal Security Act are adjusted in December of the
preceding year.
**S$ 8su14. Reduction for early retirement
‘*The annuity computed under section 8413(a) of this
title (without regard to this section or section 8415 of this
title)--

‘*(1) for a participant, other than a participant
referred to in parag-caph (2) or (3) of this sectiosn, who
is under 62 years of age on the date the participant
becomes entitled to receive the annuity shall be reduc=4d
by 2 percent for each vear or fraction of a year that the
pacrticipant is undsr such age on tﬁe dates the annuity
commencés to accrus;

**(2) for a participant, other than 3 participant
entitled to an immediate annuity under section 8411(f) of
this title and a participant referred to in paragraph (3)
of this subsectian, who 1is under 62 years of age on the
date the particiﬁant becomes entitled to recelive th2

annuity and who is s2parating or was separatad from the
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section 8413 of this title and, if aporopriate, under s=2ction_

19 )

employment by the Federal Government on which the
entitlement is based after becoming 55 years of age and
before completing 3¢ years 5f service shall be reducad by
5 percent for each y=2ar or fraction of a year that thz
participant is under 62 years of age on the date th2
annuity commences to accrue; and

**(3) for a participant separating from 2mployment by
the Federal Government entitled to aﬁ immediate annuity
under subsection (c), (d), or (e) of section 8411 of this
title shall be reduced by 5 percent for =2ach .year or
fraction of a year that the participant 1s under 55 years
of age on the date the annuity commences to accrue. ‘
8415. Reduction for survivor annuitles

**(a) The annuity o2f a former participant comnputa2d under

8414 of this title shall be reduced by the appropriate amount

such that the total amount of the retirement ben2fits

expected to be pavable to the former particlpant undsr this

subéhapter and all survivor beneflts 2xpected to be payabla

with respect to the former participant pursuant to sactions

8432 and 8434 of this title is equal to the total amount >f

th2 retirement benefits that would be expected to be payable

under this subchapter to the former pacticipant pursuant td

th2 method referred to ia section 8416(b)(1) of this titls,

as computed in accordancz with generally accepted actuarial
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1 hractices and standards.
2 **(b) A reduction in the annuity of a former participant
3 pursuant to subsection (3a) of this section shall be adjusted,
4 as appropriate to carry out such subsection, to reflasct any
5 change in circumstances relating to entitlement to a survivor
6 annhity, including any election made pursuant to subsection
7 (b)), (¢c), or (d) of section 8435 of this title.
8 'S 8416. Methods of Payment
9 **(a)(1) The Offices shall prescribe methods 2f paymant of
19 annuities under this subchapter.
11 **(2) The methods 2f payment prescribed under paragraph

12 (1) of this subsection snall include, but not be limited to--

13 **(A) a method providing for the payment of a monthly
14 annuity only tova former participant entitled to the

15 annuity during the 1life of the former participant; and

16 *‘(B) a method providing for the payment of 3 monthly
17 annuity for the Jjoint lives 2f a former participant ani
18- the spouse of the former participant and the 1lif2 of thé
19 one of them who survives th2 other of thanm.

29 **(b) Subject to section 8432 of this title--

21 **(1) under such regulations as the 0ffice shall

22 prescribe, each former participant shall elect one 2f the
23 methods of payment prescribed by the 0Office under

24 subsection (a) of this section; and

25 **(2) the annuity of the former participant undsr
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this subchapter shall be paid in accordance with the

method of payment elected by the former participant

pursuant to paragraph (1) of thls subsection.
**§ 8417. Level benefits option

**(a) Under regulatlions prescribed by the Office, an
anijuity payable under this subchapter to a participaat who {is
separating from employment by the Government entitled to an
imnediate annuity under subsection (a), (b), or (e) of
section 8411 of this title and is less than 62 years of age
may be adjusted as provided in subsection (b) of this |
section, 1f elected by tne participant on or before th2 Jate
of separation.

**(b)(1) Subject to paragraph (2) of thls subsectida, an
anauity payable under this subchapter to a former participant
wh> has made an election authorized by subsection (a) 2f this.
sectlion may be increased during the period the former
pacticipant is not l2ss than 55 years of age and is less than
62 years of ége and may be reduced on énd after the jéte the
former participant is not less than 62 years of aée s
approprliate to provide the former participant an annuliy
under thils subchapter during such period and total b2nefits
under this subchapter and section 222(a) of the Social
Security Act after such date at an approximately stablz
level. |

**(2) The total amount of the benefi*s expected to5 be

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

Decla§sified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R0002001800I1 1-4
279919.396 » S.L.C.
22

1 pald under this subéhapter to the former participant as

2 provided 1in paragraph (1) of this subsection on and aftar the
3 date the former participant becomes 55 years of age may not

4 exceed the total amount of the benefits that would b2

5 expected to be paid under this subchapter to such participant
5 on and after such date 1f the adjustments authorized by such
7 paragraph were not made, as computed in accordance with

8. generally accepted actuarial practices and standards.

9 “'§ 8u418. Funding |
12 **(a)(1) Each agsncy of the Federal Government emnplaying
11 a participant shall contribute to the Fund an amount equal to
12 the normal cost of the agency’s employees, as determined by
13 the Office.
14 **(2) The contribution required by paragraph (1) of this
15 sudsection to b2 madz2 by an agency shall be made from tne
16 appropriation cr fund usad to pay the agency’s partizipants,
17 or, in the case 2f an =lacted participant, from an
18 apprbpriation or fund available for payment 5f other salarlzss
19 of the office or establishment of the participant. In the
20 case of a participant in the legislative branch who 1s paid
21 by the Clerk of the House of Representatives, contributions
22 for the benefit of suca participant shall pe paid from tns
23 contingent fund of the House of Representatives. -
24 **(b)(1) The Offic2 shall compute--

25 **(R) the amount of the supplemental 1liabllity of the
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Fund reiating to participants and former participants
other than participants and former participants rcefeccad
to in subparagraph (B) of thls paragraph, and

**(B) the amount of the supplemental llability of the
Fund relating to participants and former participants who
are actlive or retlred_offiéers or employees of tne United
States Postal Service,

as of the close of each fiscal year beginning after September
39, 1%87.
**(2) The amounts 2f any supplemental liability--

**(R) computad pursuant to paragrcaph (1) (R) of thnis
subsection with respa2ct to pafticipants and formar
participants refarred to in'such paragraph (1) (R) of
this subsection, and

**(B) computad pursuant to paragraph (1) (B) of tais
subsection with respect'to participants and formar
participants refar-ced to in such paragraph (1) (B8),

shall each be amortized in thirty annual installmznts.
**(3) At the end of zach fisczl year, th2 Office shall
notify--

**(A) the Secratary of the Tr2asury o2f the amount of
the annual installment computed under paragraph (2) (R)
of this subsection for such fiscal year, and -

**(B) the Postmaster General of the Unitad Statas »>f

the amount 2f the annual installment computed pursuyiant to
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1 paragraph (2) (B) 2f this subsection foé such fiscal

2 year.

3 *t(u)(n) Before‘closing the accounts for a fiscal year,

4 the Secretary of the Treasury shall credit the amount of the
5 annual installment computed for such fiscal year pursuant to
6 paragraph (2) (A) to the Fund, as a Government contribution,
7 out of any money in the Treasury of the United States not

8 otherwise appropriated.

9 ‘*(B) Upon receiving a notice required by paragraph (3)
12 (B) of this subsection, the United States Postal Servica

11 shall pay the amount of the annual installment specified in
12 th2 notice. The amount paid shall be credited to the Fund.
13 'S 8419. Funding of ahnuity'attrlbutable to military s=2rvice
14 ‘*(a) R participant’s or former participant’s servicé

15 shall include credit for mliltary service as provided in

16 sectlon 8332(c) of this title without regard to whether tha
17 parcticipant or former pactlcipant has made a deposit covaring
18 such military secvice as provided In section 8334(J3) 2f this
19 title.

20 **(b)(1) Before closing the accounts for a fiscal year,
21 tha Secretary of the Treasury shall reimburse the Fund from
22 the Department 2f Defenss Military Retirement Fuad

23 (established by section 1461(a) of title 19) for the normal
24 cost relating to the military service of employe2s and

25 Members who became participants during such fiscal y=ar, as
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determined by the 0Office.

**(2) The assets of the Department of Defens2 Military
Retirement Fund are made avallable for payments requlired by
pacagraph (1) of this subsection.

**(c) At the end of each fiscal year the Office shall
conpute the amount of the reimbursement required by
subsection (b) of this section for the fiscal'year and shall
notify the Secretary of the Treasury of that amount.

“SUBCﬁAPTEé IITI--THEIFT SAVINGS PLAN
**S 8421. Contributions

**(a)(1) Each participant may contribute to the Thrift
Savings Fund in any fiscal vear any amdount not exceeding 12
percent of the partizipaat’s annual rate of basiz Daye.

**(2) Each former particlipant receiving disability
beaefits under subchapter V of this chapter may, until
becoming 62 years of’ége (In the case of a parson who 1is
disabled within the neaning of section 8u441(2)(A) of this
title) or until beéoming 55 years of age (in the éase of a3
person who is disabled within the meaning of section
8441(2)(B) of this title), contribute to the Thrift Savings
Fund in any fiscal year any amount not exceeding 1¢ percent
of the amount of the former participant’s disability ben=2fits
payable under such subchapter during such fiscal year.

**(3) Any contrisution under this subsection shall be

made only pursuant to a program of regular contributions to
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1 be made at the end of esach pay period of the participant, or
2 at the end of each disabllity benefits payment period in the
3 case of a disabled former participant, under such regulations
4 as the Board shall prescribe.
5 **(4) At least once each year, a participant or former
6 participant may modify the amount contributed pursuant to
7 parcagraph (1) or (2) of this subsect;on, as the case may be,
é under such regu;ations as the Board shall prescribe.
9 **(b) The employing agency of a participant who
12 contributes to the Thrift Savings Fund under subsection (a)
1" 5f this section for any pay perliod, or, in thes case of 3
12 disabled former participant who contributes to such fund
13 under such subsection for any disability ben=2fits payment
14 period, the employing agancy of the former participaat sn the
15 date the former participant became disabled (as defined in
16 section 8441(2) of tnis title), shall contribute to tne
17 Thrift Savings Fund for the benefit of such participant or
18 disabled fé:mer participant at the 2nd of such p=2riod an
19 amount equal to such portion of the amount of thé
20 contrlbutloh of the participant or former participant as does
21 not exceed 5 percent of the amount of the gross pay or 3Jross
22 disability benefits, as the case may be, payable for such
23 period. -
24 **(c) The sums requicred to be contributed to the Thrift

25 Savings Fund by an eaploying agency under subsection (b) >f
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1 this seétlon for the bens2fit of a particlipant or disablzd
2 former participant shall be pald from the approptlatlons or
3 fuads available to such agency to pay the baslc pay of
4 participants or, in the case 2f an elected participant, from
S an appropriation or fund available for payment of other
6 salaries of the participant’s office or establisnment. In the
7 case of a participant in the legislative branch who is pald
8- by the Clerk of the Hous2 of Representatives, coatrlibutions
9 for the benefit of such pacticipant shall be paid from the

1d coatingent fund of the House of Representatlivas.

11 **(d) For purposas of the Internal Revenue Code 3f 1954--
12 | ** (1) any amouat of the participant’s pay which is
f3< ‘contributed to the Thrift Savings Fund anq the amount of
14 " the employing agency‘’s matching contributions shall aot
15 be included in the gross income of the participant; and
- 16 **(2) the Thrift Savings Fund shall pe treatzd, for
17 purposes of determining when amounts in such Funi are
18 included in the income of any participant, as described
19 in section 401(a) 5f such Code. '

20 '8 8422, Vesting
21 **(a)(1) A participant who separates from emplovment by

22 the2 Government shall be esntitled to an amount equal to--

23 . **(A) the sun 2f the total amount of the -
24 contributions made under section 8421(a) of this title
25 and the total amount of the net earnings in the Thrift
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Savings Fund attributable t5 such contributions; anid

‘*(B) the applicable percentage of the sum of the
total amount contributed to the Thrift Savings Fund for
the benefit of the participant under section 8421(b) of
this title and the total amount of the net earnings inj
the Thrift Savings Fund attributable to such
contributions, as provided in subsection (b) of this
section.

**(2) The amount t> which a participant is entitlsd under
pacagraph (1) of this subsection shall be payablz2 in
accordance with the slection made by the participant pursuant
to section 8423 of this title.

**(b)(1) For the purpose of subsection (a)(1)(B) of tnis
section, except as provided in paragraph (2) of this
subsection, the applicable percéntage for a participant.
separating from employment by the Government after having
b2sn a participant in ths System for a period set forth undsr
column I of the tabl2 below is thé percentages set forth under

column II of the table below opppsite the description 2f such

period:
‘*golumn I ' Solumn II
Period for which the participant‘has Applicable
been a participant in the System: percentage:

LesSsS thaN 1 YAl e o o o o o o o o o o o © o s o o o o a
Not less than 1 year, but less than 2 VearsS « « « « « 20
Not less than 2 years, but less than 3 VearsSe. « « « « 48
Not less than 3 vears, but less than 4 y23arSe « « « « 52
Not less than 4 years, but less than 5 yearsS. « « « . 88
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NOt 1eSS than 5 YEArS « « » o = o o o o « oo o o o « 1808,
**(2) For the purposas of‘subsection (a)(1)(s) of this
section--
**(A) the percentage applicable in the case of any
participant who dies while employed by the Government
shall be 180 percent; and |

**(B) in the case of a former participant making

contributions under section 8421(a)(2) of this titls, the
period for which the person has been a participant in the

System shall include perliods for which such cont-lbutions

were made.

**(c) When an elactlion 1s made by a participant undar

seétion gu23(c) of this title, the amount equal to the =2xcess

of--
**(1) the sum of--
**(A) th2 amounts contributed to the Thrift
Savings Fund with respect to the participant under

section 8421 of this title; and

**(B) the net earnings in the ThriftISavings Fund

attrcibutable t> such contributions, over
**(2) the amount in the Thrift Savings Fund paid or
reserved for payment L0 Or With resp=act to the

participant pursuant to section 8423(c) o2f tnads title,

shall be transferred to the Treasury of the United States for

credit .to Miscellanedus Recelpts.
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1 s 8423. Entitlement and elections relating to 2ntitlement
2 **(a) Any participant who separates from employment by
3 th2 Government entitled to an immediate annuity under s2ction

4 au11‘of this title 1s 2ontitled and may elect--

S s **(1) to receive an immediate annuity from the Thrift
6 Savings Fund;

7 **(2) to defe; the commencement of the paymeat of an
8 annulty from the Thrift Savings Fund until such date as
9. the participant specifies;

19 **(3) to withdraw, in one payment, th2 anount of the
11 balance credited to the partiéipant's account in th2

12 Thrift Savings Fund as of the date of the payment; or

13 “*(4) to transfer the amount of the balance in tﬁe
14 account to an individual retirement account 2r other

15 qualified plan (within the meaning of tha Internal

16 Revenue Code of 1954) of the participant.

17 **(b) Any participant kho sSeparates from employment by

18 th2 Government entitled to a deferrec annuity under section

19 8412 of this title is =2ntitled and may elect--

29 **(1) to receive an annuity from the Thrift Savings
21 Fund to commence on the date accrual of the deferr=d

22 annulity under such sa2ction commences:

23 **(2) to defer the commencement of the payment of an
24 annuity from the Thrift Savings Fund until a datz after
25 the date referred to in paragraph (1) of this subsection,
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1 as specified by the pérticipant;

2 **(3) to withdraw in one payment, on or after the
3 date referred to in paragraph (1) of this subsection, the
4 amount of the balance credited to the participant’s

5 account in the Thrift Savings Fund as of such date; or
6 ‘*(4) to transfer the amount of the balance in the
7 account to an individual retirement account or other

8 qualified plan (within the meaning of ths Internal

9 | Revenue Code of 1354) of the participant.
10 **(c) Subject to seaction gu25(d) of this title, any

11 participant who separates from employment by the Govarnma2nt
12 before becoming entitled to an immediate annuity under

13 section 411 of this title is entitled and may elect--.

14 : **(1) to receive an annuity from the Thrift Savings
15 Fund commencing when the particlpant becomes §2 years of
16 age;

17 **(2) t> withdraw, in on2 payment, the amnount 2f the
18 balance credited to the particlpant’s account in the

19 Thrift Savings Funds (subject to the limitations set sut
20 | in section 8422(a)(1) of this title), payabls wh2n the
21 participant becomes 52 years of age; or
22 **(3) to transfer sucn amount to an individual
23 cetifement account or other qualified plan (within the
24 meaning of the Int2raal Revenue Code of 1954) of the
25 participant.
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“(d)f1) Subject to paragraph (2) of this subsection, any
participant making an 2lection pursuant to subseztion (3)(2)
or (b)(2) of this section may modify the date specified in
th2 election. |

**(2) Any modification under paragraph (1) of this
subsection may not specify a date for the commencement of

annuity payments earlier than 1 month after the date such

modification is filed with the Board.

**S§ 842u4. Annuities: m2tnods of payment; election; and
computation
**(a)(1) The Board shall prescribe methods of paym2at of
annuities under this subchapter.
**(2) The methods of payment prescribed under pacagraph
(1) cf this subsection shall include, but not be limited to--

‘*(A) a method providing for the payment of a monthly.
annuity only to a former participant during the lifes of
the former participant:

‘*(B) a method providing for the payment of 2 mdathly
annuity for th2 Jjoint lives of a former participant and
the gpouse of the former participant and the 1life of the
one of them who survives the other of them;

**(C) a methdd described in subparagraph (A) 2f this
paragraph which brovides annual increases in the amount
of the annuity payable; and

**(D) a method described in subparagraph (B) of this
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paragraph which provides annual lncreases in the amount

of the annuity payable. "~

**(b) Under such regulations as the Board shall
prescribe, each former participant electing under section
8423 of this title to receive an annuity from the Thrift
Savings Fund shall elect one of the methods of payment
prescrlbéd by the Board under subsection (a) of this section.

**(c)(1) Subject t> paragraph (2) of this subsection, the
amount of the annuity payable under thls subchapter to a
former participant pursuant to the method electea under
subsection (b) of this section shall be determinsd, as 2f the
date on which the payment of the annuity under the elected
method commences, iq accordance with generally accepted
actuarial practices and standards bas=2d on th2 baian:e in the
anajuitant ‘s account on such date and the anticlipated n2t:
eacnings from investrents allocable t> such accdunt.
| **(2) The total amount of all retirement ben2fits
2xpected to be payable to a former participant undar this
subchapter and all survivér bensfits expected to be payable
with respect to the former particlpant pursuant to an
election made under subsectioh (b) of this section and
pursuant to section 8434 of this title shall be =2qual to the
total amount of ihe retirement benefits that would be
expected to be payable under this subchapter to the foraer

participant pursuant to the method referred to in subseztion
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1 (a)(2)(R) of this section, determined in accordance with

2 generally accepted actuarlial practices and standards.

3 **(3) The amount of the annulty payable to a forner

4 pacticlipant under this subchapter shall be redetermined {f-- |
5 **(A) an individual entitled td a survivor annuity

6 - pursuant to an election made under subsection (c) of thils
7 section or pursuant to section 8434 of this titlas diss or
8 loses the entitlem2nt to the survivor annuity; or

9 . 'Y (B) the former participant makes an elaction.

19 pursuant to section 3435 of this title.

1 **(d) At the end of =ach fiscal ye=ar, ths investment

12 experience relating to the investments used to fund the

13 anauity pald to an annuitant during such fiscal year snhall be
14 compared to the actuarial assumptions that were considered to
15 compute the amount of ths annuity payable from the Thrift

16 Savings Funa to the annuitant under this sub:hépter juring

17 such fiscal year. Under -cegulations issued by ths Board, th2
18 excess of the amount of the return, if any, over the amsunt
19 of the assumed :eﬁurn shall be considered for usento purchase
280 an additional annuity payvable from the Thrift Savings Fund.
21 The amount of the additional annuity shall be comput2d by the
22 Board in accordance with generally accepted actuarial

23 practices and standards. -

24 'S 8425. Administrative provisions relating to payments aad

25 elections
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1 “*(a) The Board shall make payments and transfers in

2 accordance with an election'bf a participant under s=ction

3 8423 or 8u424(b) of this title.

u' v (b) Any election under section 8423 or 8424 of this

5 title shall be in writing and shall be filed with the Board

6 1n accordance wfth such rules as the Board may prescribe.

7 **(c) Notwithstanding any other provlislon of this

8} section, an election or modification of an election under any
9 provislion of this subchapter shall not be effective Lf th2

192 eleétion or modification would result in a violation of the
11 terms of an applicable court decree of divorce, annulment, or
12 legal separation, or the terms of any court order or court-
13 approved property éettlement agreemant incident to a court

14 decree of divorce, annulment, or legal separation, as |

15 determined by the Exzcutive Director.

16 **(d)(1) A participant may make an election authoriza2d by

17 p3acagraph (2) or (3) Qf section 8423(z) of this title--

18 : **(A) only if thes scouse and each eligible formar

19 spouse of the participant are notifi=d of the

29 participant’s election; and

21 **(B) in any case in which th2re 1is an eligible

22 former spouse, shall be subject tO the terms of a court
23 order or decree issued with respect to such former spouse
24 1f--

25 **(1) the order or decr2e expressly relatss to
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1 any portion of the amount 1nvolved,-and
2 **(11) payment of the amount in accordanze with
3 the election would extinguish entitlement of the
4 | former spouse to a survivor ahnuity under sectlion
5 8434 of this title or to any portion of an annuity
6 under section 8467 of this title.
7 **(2)(RA) Notification of a spouse.or eligible former

8 spouse under this subsaction shall be made in accordance2 with
9 such requirements as the Board shall by regulation prescribe.
10 *'(B) Under the regulations, the Board may provide that
11 paragraph (1)(A) of tﬁls subsection may be walved with
12 respect to a spouse or eligible former spouse if the
13 participant establishes to the satisfaction 2f tae Board tnat
14 the location of such spouse or former spouse cannot de
15 determined.
16 **(3) The Board shall prescribe regulations under wnlzh
17 this subsection shall be applied in any case in which tne
18 0Office receives two 3r more applicabl=a court orders or
19 decrees.
20 *'S 8426. Thrift Savings Fund
21 ‘*(a) There is established in the Treasury of th2 Uaitad
22 States a Thrift Savingé rund.
23 **(b) The Thrift Savings Fund consists of thez-sum of all
24 amounts contributed under‘seCtion 8421 of this title

25 1increased by the total n=t earnings from investm2nts 5f sums
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37 .
in the Thrift Savings Fund or reduced by the total na2t losses
from investments of the Thrift Savings Fund.

**(c) The sums in th2 Thrift Savings Fund are
appropriated and éhall remain avalilable without fiscal vyear
linitation-- ‘

**(1) to invest under section §u27 of this titls;
*Y(2) to pay bznsfits under thlis subchapter;
**(3) to pay the administrative expenses 0f the

Board; and

**(4) to mak2 loans to participants as authorizasd
under subsection (2) of this section. |

**(d)(1) Except as provided in paragraph (2) of this
sudsection, sums in the Thrift Savings Fund are anot subject
to execution, l=vy, attachment, garnishment, or other legal
process.

 **(2) Moneys cdue or payable from the Thrift Savings Fund
to any individual and, in the case o2f an individaal who is a .
pacticipant, moneys which the individual would be.entltled to
receive under section 8422 of this title upon sepération from
employment by the Federal Government shall be subject to
legal process for ths snforcement of the individual’s legal
obligations to provide child support or make alimony payments
as provided in section 459 of the Social Security Act (u2
U.5.Ce 659).

**(e) The Board may establish a program to make 12sans
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1 from tne.Thrift Savings Fund to a participaﬁt in cass2 of

2 hardship and may prescribe regulations to carry out any such
3 program. Any such loan may be made only out 2f sums

4 contributed to the Thrift Sévings Fund by the participaat and
5 net earnings attributable to such sums.

6 **(f) The sums in the Thrift Savings Fund shall not b2

7 appropriated and may not be used for any purpose oth2r than
8 the purposes specifiesd In this sectlon.

9 **§ 8427. Investment of Thrift Savings Fund

12 **(a) For the purposes of this section--

11 **(1) the term *Zommon Stock Index Investment Fund’
12 means the Common Stock Investment Fund establishad under
13 subsection (b)(3) of this section:

14 **(2) the term ‘=quity capital’ means common ani

15 preferred stock, surolus, undivided profits, contingency
16 resérves, and other :api;al reserves;

17 **(3) the term ‘Sovernment Securities Investmnent

18 Fund’ means the Sovernment Securities Investnent fund

19 established under subsection (b)(1) of this section;

20 **(4) the term ‘Guarantzed Income Investment Fuai’

21 means the Guarantead Income Investment Fund establishad i
22 | under subsection (b)(2) of this section;

23 **(S) the term ‘net worth’ means caplital,-paid-in and
24 contributed surplus, unassigned surplus, contingency

25 reserves, group contingency reserves, and special
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reserves;

**(6) the term ‘plan’ means an employee benefit plan,
as defined in sectlion 3(3) of the Employ=e R2tirament
Income Security Act of 1974 (29 U.S.C. 1282(3)); and

**(7) the term ‘gualified professional asset managsrc’
means--

"‘(A) a bank, as defined in sectlon 282(2)(2) of
the Iﬁvestment Advisers Act of 19u4@ (15 U.S.C. 80b-
2(a)(2)) which--

‘*(1) nas the power to manage, aczguire, or
dispose 2f assets of a plan; and

**(11) has, as of the last day of its most
recent fiszal year, eguity capital in excess of
$1,08¢,022;

**(B) a saviags and loan assocliation, th2
accounts of which are insured by the Federal Savings
and Loan Insurance Corporation, which--

‘(1) nas made application for and b22n
grantecd trust powers to manage, acquire, or
dispose of assets of a plan by a State or Federal
Government authority having supervision over
savings and loan assoclations; and

**(ii) has, as of the last day of- its most
recent fiscal year, equity capltal ocr net worth

in excess of $1,020,2889; or
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1 | **(C) an 1nsurance’company which--
2 '*(1) is qualified under the laws of more
3 than one State to manage, acquire, or dispose of
4 | any assets of a plan;
5 **(11) has, as of the last day of its most
6 recent fiscal year, net woarth in excess of
7 .» $1,002,008; and
8 . ‘*(i11) is subject to supervision and
9 examinatlion by a State authority having
12 supesrvision over insuranc2 companies.
11 **(b) The Board shall establish and, subject to

12 subsection (f) of this s=2ction, administer--

13 **(1) a Government Securities Investment Fund unisr
14 which sums in the Thrift Savings Fund are invested in

15 securities of the United States Government issued as

16 provided in subsection (g) of this section; -

17 '*(2) a Guarante2d Income Investment Fund under wnich
118 . sums in the Thrift Savings Fund arz invested in insurance
19 contracts, certificates of deposits, orAathef.instruménts
29 ‘whlch are issued by gualified professional asset managers
21 and which guarantee the return of the amount investad and
22 the payment of a specified rate of interest on tnat .

23 amount over a fixed term or at a fixed maturity datz;

24 **(3) a common Stock Index Investment Fund under

25 which sums in the Thrift Savings Fund are invest=24d in the
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1 common stock issues included in a commonly ra2cognizad

2 index of common stocks such that the total value of tha
3 shares of each issue owned by the Thcift Savings Fund

4 A bears the same ratio to the total value of tne snaras of
) all such issues owned by the Thrift Savinds Fund as the
6 total value of'tne shares of such issue 2f common stock
7 bears to the total value of all shares of common stocks
8 included in the index; and |

S **(4) such other lnvestment funds as the Board
19 determines to be appropriatz for the purposes of this
11 subchapter.
12 **(c)(1) The Boacd saall invest in the Government

13 Securities Investment Fund th2 sums which are in the Thrift
14 Savings Funa, are available for investment, and are not t> be
15 invested 1In an investma2nt fund referr=d to in subsectinn

16 (D)(2), (b)(3), or (p)(4) of this section pursuant td an

17 elzsction made under suds2ction (d) of this section.

18 ‘' (2) Subject to subsectlon (e) cf this section, th2

19 Board shall invast sums which are in the Thrift Savings Fund
20 and are avallable for investment in accordance with 2lections
21 made under subsection (d) of this section.

22 **(d)(1) Except as provided in subsectlion (e) 2f this

23 section, at least ohce each year, a parcticipant or former

24 participant may elect th2 investment funds r2ferred to in .

25 subsection (b) of this section into which.the suns in the

<
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-t

Thrift Savings Fund credited to the account of such

2 pa:ticipant or former pacticipant are to be invested.

3 **(2) The election may be made by a participant or former
4 pacticipant under paragraph (1) of this subsection only in

S accordance with rules prascribed by the Board and within suczch
6 perlod after the date the participant‘’s or former

7 pacticipant’s annual statement is transmitted to the

é participant or former participant pursuant to section 8428(c)
9 of this title as the Board shall prescribe in such rules.

19 **(e)(1)(A) The Board shall invest a percentage >f the

11 total amount that--

12 **(1) is contributed to the Thrift Savings Funi by a
13 participant under section 8421(a) of this title during a
14 year described under column I of the table of minimum

15 Government éecurities investments set out in subparag-aph.
16 (B)‘of.this paragrcaph, and '

17 "'(11) 1s available for investment,

18 1in the Government Securities Investment Fund as providesd

19 under column II of the table opposite the describtion of such
28 vyear.

21 **(B) For the purpos2s of sﬁbparagraph (A) of this

22 paragraph, the table of minimum Government securities

23 1investments is as follows: -

‘*Column I colump II
Year this chapter is ‘Minimum percentage of the
in effect: amounts contributesd by

~
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a participant for

each month of such year
to be invested in the
Government Securlities
Investment Fund:

First year 100
Second year 88
Third year 60
Fourth year ug
Fifth year 28.

‘**(2)(A) The Board shall invest a percentage of ths total
amount that--

** (i) 1is contributed to the Thrift Savings Fund by
the Government fbr the benefit of a participant pursuant
to section 8u421(b) of this title during a year desscribed
under column I of the table of minimum Goverament
securities lanvestmesnts set out in subparagraph (B) of
this paragraph, and

**(ii) is available for investment,

In the Government Securitles Investment Fuﬁd as providad
under column II of the table opposite the description 2f such
year. | |
**(B) For the purposes of subparagraph (A) of this
paragraph, the table of minimum Government securities
investments is as follows:
**Column 1 €alumn 11
.Year this chapter is ¥inimum percentage of tne
in effect: amounts contributed for tae
benefit of a participant
for each month of such year

to> be invested in the
Government Securities -
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Investment Fund:

First through

fifth years" 102
Sixth year 80
Seventh year ' 60
Eighth year 49
Ninth year 22.

**(3) All sums credited to the Thrift Savings Fund
pucsuant to sectlion 8473(b) of thils title shall be investead
In the Government Securities Investment Fund.

**(4) The sums which are invested in the Govarnmant
Securities Investment Fund as required by this subsecztiosn and
ar2 returned to the Thrift Savings Fund after maturity >f the
securities purchased with such sums, and the amounts earn=d
on the investment of such sums, shall be reinvested in the
Government Securities Investment Fund.

**(f) The Board may contract with one or mor2 private
buslness concerns to administer any invesément fund refécreﬁ
to 1in subsection (b)(2), (b)(3), or (b)(u4) of this s2ction.

**(g) The Secretary >f the Treasury shall issue notas
under section 3103 of title 31 as appropriats to meet the
lnvestment needsAof the Thrift Savings Fund under this
section. The notes shall have a two-year maturity and shall
bear interest at a rate =qual to the average market yield,
computed as of the end of the calendar month next prsceding
the date of the issue2, of all two-year notes then forming a -
part of the public debt of the United States. If the avarage

macrket yield is not a multiple of 1/8 of 1 percent, the rate
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of interest on the obligations shall be the multiple of 1/8
of 1 percent nearest the average market yleld.
**§ 8u28. Accounting

**(a)(1) The Board shall establish and malntain an
account fof each participant making contributions under
section 8421(a) of this title.

**(2) The balance in the account of a participant or
former participant at any time 1is the excess of--

**(A) the sum of-- ‘

*“(i) all contributions made to the Thrift
Savings Fund by the participant or former participant
under section 8421(a) of this title;

**(11) all contributlons made to such fund for
the ben=sfit of tnhe particlpant or forher participant
under section 8421(b) of this title; |

**(ilil) the amounts transferred from such fund
with respect to the participant or former partizipant
under section 8473(b) of this title; and

**(iv) the total amount of the allocitions naje
to and reddctlons made in the account pursuant to
paragraph (3) o2f this section, over
**(B) the amounts pald out of the Thrift Savings Fund

with respect to such participant under subchapters II and
IV of this title.

~**(3) Pursuant to rules prescribed by the Board, the

~
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Board shall allocate to the credit of the account of eacﬁ
participant or former partic¢ipant an amount equal to a pro
rata share of the net eacnings and net losses from each
1ﬁvestment of sums in the Thrift Savings Fund attributablz to
sums credited to the account of such participant, reduced by
an appropriate share of--
**(A) the administrative expenses of the Board, and
**(B) any amount reserved by the Board taipay
underfunded annuities,
as determined by the Board.
| **(b) Each agency emploving a participant shall resport to
the2 Board at the end of each month all amounts contributed by
or for the benefit of the participant during such moath under
section R421(b) of this title. |

**(c) The Board shall provide each participant and former
pacrticipant an annual statement of the balance in the
participant’s or former participant‘s account.

**(c)(1) For the purposes of thls subsection, tha ternm
‘*qualified public accountant’ shall have the samé meaning 1as
provided 1n section 183(a)(3)(D) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1824(¢a)(3)(D)).

**(2) The Board shall annually engage, on benalf -of all
participants, an independent qualified public accountant, who
shall conduct an examnination of any accounts established

under subsection (2) of this section and of other books and
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records maintained in the administration of this subcharter
as the accountant considers 6e¢essé:y to enabhle the
accbuntant to maks the determination required by paraorarh
(3)Aof this subsection. The examination shall be conducted in
accordance with ¢2nerally accepted auditing standards and

shall involve such tests of the accounts, books, 3and records

- as the indepencdent qualified public accountant considers

necessarv.

**(3) The accountant conducting an examination urcer
paragraoh (2) of this subsection shall whether the acccuﬁts,
bocks, and recdrds referred to in such paragraprh have reen
maintained fairly in conformity with cenerally sccerted
acbounting principles applied on a basis consistent with the
anplication ot such principles during the examination
conducted uncer "siuch paragraonh dur1n§ the rrecsding vear. The .

independent qualified public accountant shall transmit to the

Board a report on his examination, includirg hls

determinetion uncder this raragraph.

‘*Y(4) In making a determination under paragraph (3) cf
this subsection, the accountant may rely on the correctness
of any actuarial matter certified by an enrolled actuary, 1if
the accountant states his reliance in the report transmitted
to the Board under sﬁch paracraph. h

**SNUBCHAPTER IV--SURVIVOR BFENEFITS

**§ 8431, Rasic plan tenefits reiating to death of a
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participant

**(a)(1) If a participant dies after performing 5 or more
years of serVice and before separating from employment by the
Government and the particlipant satisfied the age and secvice
requirements for retirement entitled to an immediate annuity
under section 8411 of this title before the date of death,
the surviving spouse of a deceased particlipant shall be
entitled to a survivor annuity. The survivor annuity shall
commence on the first date the participant could havz ratired
entitled to an immediate annuity under seétion 8411 >f tnis
title if the participant had continued to live aad had
coatinued to be a pactiéipant until such date.

**(2) Except as provided in subsection (c) of this
section, the amount of the survivor annulity pavable under
pactagraph (1) of this suossection shall be egual to 53 p=srcent.
qf the annulty computed with respect to the deceased
§acticipant pursuant to sections 8413 and 8414 of this title
as 1f the particirant nad retired from employment by ths
Government on the day before the date of death,

*Y(b)(1) If a partidipant dies after performing 5 or more
years of service and before separating from =2mployment by the
Government and the participant has not satisfied the aga and
service requlréments for retirement entitled to an immediate
annuity under section 8411 of this title before the datz >f

death, the surviving spouse of a deceased participant shall
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1 be entitled to a survivor annuity. The survivor annulty shall
2 commence on the first date the particlipant could hav2 retired
3 entitled to an immediate annuity under section 8411 2f this

4 title if the participant had continued to live and had

S continued to be a participant until such date.

6 “(21 Except as provided in subsection (c) of this

7‘ section, the amount of the survivor annulty payasle undar

é paragraph (1) of this subsection shall be equal to S2 p=rcent
9 of‘the annuity computed with respect to the deceased

1@ participant pursuant to sections 8413 and 8414 of this title
11 as if the participant had continued to live, had continu=2d to
12 be a participant until the first date the participant could
13 have retired entltled to an immediate annuity under section
14 8411 of this title, had retired ffom,emplayment by tne

15 Government on such date, and had elected the meﬁnod of

16 payment described in s=ction 8416(a)(2)(B) of this titls.

17 “(c) The amount of the survivor annuity payable undasr

18 this section to the su-cviving spouse of a de:eased

19 participant shall be egual to the excess, 1f any; of the
290 amount of the survivor annuity which would be payabl2 to the
21 surviving spouse undesr this section without regard to> this

22 subsection over the total amount of the survivor annuity or
23 survivor annuities.payable pursuant to section 8434 5f this
24 title to an eligible former spouse or eligible former spouses

25 of the deceased forma2r participant.
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“S 8432. Basic plan béneflts rzlating to death 2f a former

_ particlpaht

**(a) For the purposes of this section the term ‘deczesased

former participant’s annuity’ means--

**(1) the annuity the deceased former participant was
entitled to recelve under section 8411 of this titlz on
the day before the date of the former participant’s
death; or

*t(2) in the case of a former participant who died
entitled to a deferred annuity under section 8412 of this
title before payment of the annuity commenced, the |
annuity the deceas=d former participant would havé Da2an
entitled to receive under such section if the deéeased
former participant had been 55 years of age on the day

before the date of death or, in the case 5f a former

participant who was 55 ye2ars of age or older on such day

and was not receliving such annuity, had commanced to
receive such annuity on such daye.

**(b)(1) Except as provided in paragraph (2)A3f this

subsection, the surviving spouse of a former participant who
dizs after terminating employment entitled to an imma2diate or
deferred annuity under subchapter II of this chapter shall be
entitled to a survivor annuity as provided in subsectiosa (2)

of this section.

**(2)(A) A survivor annuity shall not be paid to a
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1 sucviving spouss of 3 fo:mer participant who, Jjointly witn
2' the former participant, walved a survivor annuity under this
3 sa2otion as provided in subparagraph (B) of this parajrapne.
u' **(B) For the purposes of subparagraph (A) of thils

5 paragraph, a walver may be made only in writing, on >r before
6 the date on which payment of an annulty to the former

7 participant commences under subchapter II of this chapter,

8' and in accordance.with such regulations as the Office may

9 prescribe.

190 **(c) Except as provided in subsection (d) of this

11 section, the amount of the survivor annuity payaople undsr

12 subsection (b) of this ssction to a deceased former

13 participant’s surviving spouse--

14 © **(1) for any month the 5urv1v1ng spouse 1s or

- 15 becomes eligible, by reason of the death of the former .
16 participant and based on the service of the former
17 participant, to receive benefits pursuant to subsection
18 (e), (£), or (g) of section 282 of the Soclal Security
19 Act (or would be or would become eliglble to recalva such
29 benefits if the participant had been fully or curreatly
21 Insured for the purposes of such subsection) shall be
22 : equal to--
23 **(R) in the case of a surviving spouse whd nas
24 | not received a survivor annuity computed pursuant to
25 raragraph (2) 2f this subsection (based 2on the
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1 service of the deceased forher parti:lpant), 590

2 percent of the amount of the deceased former

3 participant ‘s anauity computed pursuant to sa2ctioans
4 8413 and 8414 of this title without regard to sa2ction
S 8415 of this title and adjusted as provided 1in

6 section éu62 of this title; and

7 **(B) 1n the caée of a surviving spouse who has
8 recelved a survivor annuity computed pursuant to

9 paragraph (2) of this subsection (based on the
10 service of the deceased former participant), 5@
11 percent of the amount of such survivor annuity the
12 surViving spouse was entitled to receive for th2
13 latest month such paragraph applied to the survivor
14 annuity; and
15 **(2) for any full month the surviving spous2 is not
16 ellgible to receiv2 penefits pursuant to subsectiosn (2),
17 (f), or (g) of szction 282 of the Soclal Security Act
18 (and would not b2 21igible to receive such banefits Lf
19 the participant had besn fully or currently lnsured for
20 the purposes of such subsection) shali be equal to the
21 amount of the deceased former participant’s annuity
22 computed pursuant to sections 8413, 8414, and 8415 of
23 this title. -
24 **(d) The amount of the survivor annuity payaple under

25 thls section to the surviving spouse of a deze2as=2d formar
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‘1 participantxshall be equal to the excess, 1f any, of tha

2 amount of the survivor annulty which would be payabls to the

3 surviving spouse under tnils section without regard to this

4 subsection over the total amount of any survivor annuity or

5 survivor annulties payable'pursuant to section 8434 d>f this

6 title to an eligible former spouse or eligible former spouses

7 of the deceased formar participant.

8. **S§ 8433. Survivor benefits under the thrift savings plan

9 ~ ‘‘(a) Except as provided in section 8425(a) of this title

10 or subsection (c) of thls sectlon, the amount in the acsount

11 established and maintain=2d for a deceased patticlpant oC

12 deceased former participant pursuant to section 8u428(a) of
13 this title, determined on thé date of distribution under this

14 section, shall, subjsct to the limits of the entitlenant set

15 out in sectioﬁ 8422(3)(1) of this title (without regard to

16 section eu422(a)(2) of this title), be paid to--

17 **(1) the surviving spouse of the deceas2d

18 participant pursuant to the methoed e;ected under

19 subsectlon (b) of this section; or -

20 *Y(2) if there 1s no surviving spouss2, td th2 estate
21 of the deceased partlcibant.

22 **(b) A surviving spouse entitled to payment 0of pb2n2fits

23 under subsection (a) of this section may elect-- -
24 **(1) to recelve an annuity from the Fund payable

25 meonthly for life;
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‘*(2) to transfer the amount referred to in such
subsection to an individual retirement azcount (within
the meanling of the Internal Revenue Code of 1954) 9f the
surviving spouse; or
“(3) to witﬁdtaw such amount in one payment.
**(c)(1) Any amount required for the payment of a
survivor anauity with respect to a dec=ased participant or
deceased former participant out of the Thrift Savings Fund
puctsuant to section 8434 of this title shall be deducted and
withheld from a distribution made with respect to the
deceased participant or deceased former participant pursuant
to subsection (a) of this section. The amount deductasd and
withheld shall be maintained in the Thrift Savings Fund until

expended in payment of the survivor annuity or until th2

amount deducted and withneld after the2 tecminétlon of tn2
survivor annuity, plus net earnings realized from investmant
of such amount, shall be distributed as provided in
subsection (a) pf this ssction. .
s éu3u. Survivor bzn=2fits for eligible former spouses:
| entltlement; amount

**(a) Subject to subsections (b) through (f) of this
section, an elligible former spouse of a deceased participant
or deceased former participant is entitled to a survivor

anauity under this s=zction, i1f and to the extant that an
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1 election under section 8435 of this title of the terms of any
2 court decree dissolving or annulling the matriége of the

3 partlcipant or former participant and the eliglible former

4 spouse or any court order or court-approved property

5 settlement agreement inclident to such decree expressly-

6 provides for such survivor annuity.

7 **(b)(1) The amount of the survivor annuity payabls from
8 the Fund to an eligible former spouse of a deceased

9 pa-ticipant or deceased former participant under this s2ction

19 may not exceed the excess, if any, of--

" **(A) tne amdunt applicable in th2 case 2f such

12 eligible former spouse, as determined under paragraph (2)
13 of this subsection, over

14 **(B) the amount of any survivor annuity payablza from
15 the Fund under this section to.any other eligible forcmer
16 spouse of the participant or form2r participant baéaj‘:h
17 an election previously made under section 8435 of this

18 title or a court decree or order previously issuad.

19 **(2)(R) For ths purposes of paragragh (1)(A) of this

20 subdbsection, the amount applicable in the case of an eligible
21 former spouse of a daceased particlipant or deceased formar

22 participant is the amount which would DpDe applicable--

23 **(1) under section 8432(c) of this title-(without
24 regard io section 8432(d) of this title) in the case of a
25 surviving spouse 2f the deceased, 1f the deczased was 2
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former participaat who died after retirenent;

'*(11) under section 8431(a) of this title (without

regard to sectlon 8431(c) of this title) in the cases 2f a

surviving spouse of the deceased, 1f the deceased was 3

participant described in such section 8431(a); or

**(111) under section 8431(b) of this title (without

regard to section 8a3ﬁ(c)‘of this title) in the case 2f a

survliving spouse of the deceased, if the deceased was a

participant described in such section 8u31(9). |

**(c)(1) The total amount of all survivor annuities
payable from the Thrift Savings Fund to eligible former
spouses of a deceased pa:ticipant‘or deceased former
pacticipant pursuant to this section may not exceed the
amount of the survivor annuities that would be payable to the
former spouses out of 10@ percent of the balance in the
account of the deceased participant or deceased forher
participant, plus anticipated net earnings from investmnants
allocable to such account, determined in accordadce with
generally accepted actuarial practices and standafds.

“(2) If more than one eligible former spous2 is entitled
to a survivor annuity pursuant to this section, the amount of
each such survivor annuity shall be limited appropriately to
carry out paragraph (1) >f this subsection on a first-come,
first-served basis determined by reference to the date an

election 1s properly mad2 pursuant to section 8435 of this
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1 title or the date th2 Board properly recelves a copy of the

2 court decree, order, or court-approved agreement applicable

3 to the entitlement.

4 **(d) The commencement and termination of a survivor

5 annulity payable under this section to an eligible former

6 spouse of a deceased participant or d=ceased former

7 participant shall be gpverned by the terms of tha applicable
8 court order, decree, or agreement or an election, as th2 case

9 may be, except that any such survivor annulity--

10 ** (1) shall not commence before--

11 **(A) the day after the particlpant or formar

12 participant dies; or

13 **(B) the first day of the second month beginning
14 after the date on which the 0Office r=2ceives writtan
15 notice of the coucﬁ ordef, decree, or ag-ceemsnt oC

16 the elecnidn, is the case may be, togethar with.such
17 additional information or documentation as taz Jdffice
18 may prescribe,

19 whichever 1s later, and

20 **(2) shall terminate not later than the last day of
21 the month before tne former spouse remarrles before

22 becoming 55 years of age or dies.

23 ‘**(e) For the purpas2s of this section, a modification in

24 a court decree, order, or agreement or an electiosn refecred

25 to in subsection (a) of this section shall not bs effective--
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1 **(1) if such modification is made after the
2 retirement of the participant concerned, and
3 | **(2) to the extant that such modification iavolves a
4 survivor annuity under this section.
5 **(f) For the purposes of this section, a3 court decree,

6 order, or agreement or an election referred tb in subsection
7 (a) of this section shall not be effective, in the case of a
é former spouse, to the extent that it is inconsistent with any
9 Joint walver previously sxecuted with respect to such facmer
18 spouse under section 8432(b)(2) of this title.

11 ‘*(g) Any payment under this section to a person bars

12 recovery by any other person.

13  ''$§ 8u435. Survivor benefits for former spouse2s: elections,

14 deposits and collections, and administcative
15 provisions
16 **(a)(1) If a former participant has an 2ligible former

17 spdouse cn the date that payment of an annuity to the former
18 participant under subchapter II of this chaptar zomm2nc2s,

19 th2 former pacticipant may elect, under p:ocejurés prescribad
20 Dby the Office, to provids a survivor annuity for sucn faormer
21 spouse under section 8434 of this title. An election under

22 thls paragraph shall bs mnade on the date that payment of an
23 annulty under subchapter II of thils chapter to the former

.24 participant commences or, if later, within 2 years after the

25 date on which the marriage of the former spouse to the farmer
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1 participantils dissolved or annulled. The eiection shall

2 spacify the amount of the survivor annuity to be provided

3 under this paragraph.

! *'(2) A former.particlpant making an election under

5 paragraph (1) of this subsection during the 2-year period

6 referred to in such paragraph shall deposit in the Fund,

7 wlthln.such period, an amount determined by the 0ffice, as
8' nearly as may be administratively feasible, to réflect the
9 amdunt by which the an?uity bf such former participant would
1¢ have been reduced i1f the electlion had been continuously in
11 effect since the dat2 th2 annuity commenced, plus interest.
12 **(3) An electlon under paragraph (1) of this
13 subsection--

14 ‘**(A) shall not be effective to the =xtent that it

15 conflicts with--

.16 ** (1) any court decree or order ceferrad to 1in
17 subsection (a) of section 8434 of this title, whicn
18 was 1ssded befsre the date of sﬁch electibn; or

19 **(11) any agreement referred to in such

29 subsection which was entered into before suca datz;
21 **(B) shall not be effective to the extent that the
22 amount of tne annuity specified in tne election 2xcea2ds--
23 **(1) in tnhe case of a survivor annuity payable
24 from the Fund, the amount determined pursuant to

25 . sectlon 8u434(b) of this title; or
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**(11) in the case of a survivor annuity payable
from the Thrift Savings Fund, the amount determined
pursuant to section 843u4(c) of this title; and
**(C) except as provided in subsection (d) of this

sectlon, shall not be effective, in the case of a farmer

participant who is married on the date of the election,
unless the election 1s made with the_wrltten,consent of
the former participant’s spouse.

‘*(b) A former participant who has electad t> proviie a
sucvivor annuity for an eligible former spouse pursuant to
sudsection (a) 2f this s2ction may maks an election to
pfovide or increase a survivor annuity for any other eligible
former spouse of the former participant within tne same
period that, and subject to the same conditions under which,
an élection could be made under subsection (c) of this
section for a sbouse of the former participant (subj2ct tol
the provisions of subsaction (2)(3)(C) of this sa2ction
relating to thé consant 2f a spouse, if the formsr
participant is then married). The opportunity totmake an
elactlion under the preceding sentence is in addition to any
opportunity otherwiss provided under this subsection.

**(c) If the entitlement of an eligible former spouse of
a former participant to a survivor annuity under this
subchapter is terminated or reduced by reason of the

renarriage or death of the former spouse, the former
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1 participant may elect, in a signed writing received by the

2 oOoffice within 2 years after the former spous2’s date of death

3 or remarriage, to provids a survivor annuity or to lncrease

4 th2 survivor annuity for the spouse of the former

5 participant.

6 ‘*(d)(1) If a former participant is married on the date

7 that payment of an annulity under subchapter II of this

é chapter to the former participant commences, the marrlage

9 terminates, and the formsr participant remarries, th2 formear
1¢ participant mav irrevocably elect during the later ma:tiage
11 to provide an annuity for such former participant’s spous=2.
12 An election under this subparagraph shall be madz2 in a siﬁned
13 writing received by the OJffice within 2 years after théAdate'
14 of the remarriage.

15 **(2) An election under paragraph (1) of this subsection
16 shall be effective the first day of th2 second moath -

17 beginning after the election is received by the J3ffice, but
"18 not earlier than 9 months after the date of the cemarriagz

19 referred to in such paragragh.

20 **(3) A former participant making an election under

21 paragraph (1) of this subsection shall, within 2 years aftesr
22 th2 date of the remacriage referred to in such paragraph,

23 deposit in the Fund an amount determined by the Offiﬁe. as

24 nearly as may be administratively feasible, to reflect the

25 amount by which the anauitv of such former participant w~ould
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have been reduced if the election had been in effect since--
‘*(A) the date tnat ‘payment of an annuity to the
former participant under subchapter II of this chapter
commenced, or
**(B) if the annuity had previously been reduced to>
provide for a survivor annuity under section 8432 of this
title, the date the previous reduction in such former
participant’s annuity was terminated under ssction

8415(b) of this title,
plus interest.

‘Y(4) Notwlthstanding any other provision of this
paragraph, an election under this subsection may.not be made
for the purpose of providing a survivor annuity‘to a spouse
of a former participant by remarriage 1f--

- **(R) such spouse was married to thé former
participant on the date that payment of an annulty to the
former particlpant under subchapter II of this chapter
commenced; ahd

“*(B) all rights to survivor benefits for such spouse
under this subchapter based on marriage to such former
particlipant were then waived under section 8432(b)(2) of
this title.

‘*(e) For the purposes of subsection (a)(2) or (d)(3) of
this section, the annual rate of interest for eaﬁh y2ar

during which an annulity would have been reduced i{f the
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1 election referred to in such subsection had been in e=ffect on.
2 and after the applicable date referred to 1in such subsection
3 shall be 6 percent.
4 **(f) 1f a former participant does not make a deposit
5 rejuired by subsectlion (3)(2) or (d)(3) of this sectlon, the
6 O0ffice shall collect such amount by offset against the former
-7 participant‘s.annuity payable from the Fund, up to a maximnunm
8 of 25 percent of the net annuity otherwise payable td the
9 former participant. The former participant is deemed to
1¢ consent to such offset.
11 **(g) The 0ffice may extend the time limit for makiag a
12 deposit required by subszction (a)(2) or (4)(3) of this
13 se:tloh in any case for good cause shown{
14 **(h) Any requir=zment that the spouse of a particlpant or
15 former participant waive a right to a survivor annuity unider
16 this subchapter as a condition fdr an election authorlz=2d by
17 this section shall not apply if the'pafticipant or formar

18 participant establishes to the satisfaction of tha Offic2

19 that--

28 **(1) the spouse’s whereabouts cannot reasonably b2
21 determined; or

22 ‘ **(2) due to exceptional circumstances, it would be
23 inappropriate to require the participant or former

24 participant to obtain the spouse’s consent.

26 **§ 8436. Termination of entitlement
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**(a) An election of a former particlpaﬁt to provide a
survivor annuity to the former participant‘’s spouse under
this subchapter terminates on the first day of the first
month beginning after--

**(1) the date of the death of the spouse; or

**(2) the date of the dissolution of the spouse’s
marriage to the former participant.

‘:(b) The entitlemsnt of an eligible former spouse of a
former participant to 3 survivor annuity unde; section
8434(a) of this title terminates on the first day of tha
first month beginning after-- |

**(1) the date of the death of the former spous2; or

**(2) the date the former spouse remacries bafora
becoming s5 years of age.

**SUBCHAPTER V--DISABILITY BENEFITS
**S§ 8441, Definitions

**For the purposes of thisAsubchapter—-

**(1) the term ‘disability benefits under th2 Social
Security Act’ means disability insurance bena2fits payable
under section 223 of the Social Security Act or benefits
payable under section 262 of such Act by reason 5f being
under a disability;

‘*(2) the term ‘disabled’, when used with-respect to
an eligible participant, means that the eligible

participant--
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1 "‘(A) is under a disability within the m=2aning of
2 section 223 5f the Social Security Act: or

3 **(B)(1) 1s unable, because of disease or 1ajury,
_u' to render useful and efflclent service in ths

5 participant‘s poslitlion; and

6 ‘(i) éfter the date which 1s 1 year after the

7 datelthe participant became disabled within the

8 meaning of clause (1) of this subparagraph (2xc2pt in
9 the case of 3 ¥ember) 1s not qualified for |
10 reassignment; under procedures prescribed by th2
11 office, to a vacant position--
12 ’ ' **(I) which is in the participant’s =mploying
13 agency énd 1s in the participant’s commuting .
14 Carea;
15 ‘ **(II) which is in a 3Jrade or pay level not
16 lowef than ﬁwo grades or pay levels b2low tnhe
17 | grade or pay leval of the participant’s position;
18 and |
19 **(III) in which the participant'wouid Je
20 able to rendsr useful and efficiant service;
21 **(3) the term ‘eliglble participant’ means a
22 participant whose service exceeds 18 months and--
23 **(A) who-- ' -
24 **(1) has applied for disability bena2fits
25 under the Soclilal Security Act and has be2n
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1 determined to be under a dlsabiiity for the

2 | purposes of title II of the Social Security Act;
3 or |

4 **(11) 1in the case of a participant who 1is

5 not entitlsd to disability benefits under the -
6 | - Social Sescurity Act by reason of insufficient

7 quarters of coverage, has been determined by the
8 insuror to be disabled within the meaning of

9 paragraph (2)(A) of this section on the-pasis of
12 ‘a report of examination raquired by section Suus
11 of this title; or

12 **(B) who has been determined by the insuror t>
13 be disabled within the meaning of paragraph (2)(B) of
14 ~this section on the basis of a report of examination
15 reguired by section 8445 of this title:

16 *'(4) the term ‘final pay’, when used with raspect to
17 a disabled eligibls participant, means the participant’s
18 annual rate of pay on the date of cnéet of the disébillty
19 increased, each time after the dat2 of onset of the
29 eligible particlipant’s disabllity that the rates of pay
21 under the General Schedule are increased pursuant td
22 section 5325_of this title, by th2 same overall averaga.
23 percént of the increase in such rates, and compounded}
24 *'(5) the term ‘insuror’ means the disability
25 insurance company administering the provisions of this
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subchapter'under a contract awarded pursuant to sectian

8450 of this title:

**(6) the term ‘onset average pay’, when used
respect to.a disabled eligible participant, means
partlcipant's'average'pay on the date of onset of
disébillty'increased, each time after the date of

of the eligible participant’s disabllity that thz2

to section 5385 of this title, by the same ovarall

averade percent 2f the increase in such rateé, and

compounded; and
**(7) -the term ‘proijected service’, when used

teépect to a diSable: eligible particlpant, mneans

of the number of yzars of service performed by the

the disability and before the date the partizipant

becomes--

with
the
the
onsat

rates

of pay under the Gensral Schedule are increased pursuant

with

th2 sum

participant before the onset of the disability and the

number of years, if any, after the date of tne onsat of.

**(A) in the case of an eligible participant

referred to 1n subparagraph (3)(A) of this s2ction,

62 years of age; or

**(B) iIn the case of an eligible participant

referred to in subparagraph (3)(B) of this s2ction,

55 years of age.

**§ 8uy2, Entitlement
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**(a) A person who is én eligible participant, is
disabled, and has used ali sick leave accrued and accumulated
undér subchapter I of chapter 63 of this title or any other
sinilar applicable provision of law relating to smployment by
the Federal Government is entitled to receive disability
benefits under this subchapter while--

**(1) in the case of a person who 1ls disabled within
the meaning of saction 8u441(2)(A) of this title, such
person 1ls under 62 y=2ars of age; and

**(2) in the case of a person who is disabled withiln
the meaning of sactiocn 8441(2)(B) of this title, such
person 1s under 55 years of age.

When the person exceasds the maximum age at which the person
is qualifjed for benefits under the first sentence, the
person shall be treated as an eligible participant for the
purposes of entitlement to benefits under subsectiob (b) of
this section.

**(b)(1) An eligible participant who--

*t(a) (1) 1is disabled within the meaning 5f saction
8441(2)(A) of this title and 1is not less than 62 years of
age, or

‘**(1i) 1s disabled within the meaning of section
8441(2)(B) of this title and i1s not less than 55 years of
age, and .

**(B) has 5 or more years of ssrvice and projectad
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1 service,

2 shall be entitled to an annulty as provided in subchapter II
3 of this title.

4 ‘**(2) For the purposes of applying the provisions of

5 subchapter II of this title in the case of an ellgible

6 participant pursuant to paragraph (1) of this subsection--

7 *“(A) the eligible participant shall be deemed to
.8 : have separated from employment by the Government on tne2

9 day before the dats the participant becomes 2ntitled to
19 an annulty pursuant to paragraph (1) of this subsection;
11 **(B) the servic2 of the participant shall 1include

12 the participant’s projected service; and

13 **(C) the participant’s average pay shall be =squal to
14 the participant’s onset average pay.

15 *'§ 84u43. Computation of benefits

16 **(a) The annual ratz of the disability benefits payable
17 under section 8442(a) 2f this title to an eligible

18 pa-ticipant referred to in section 8441(3)(3) of this title
19 shail be equal to the excess of 6& percent of tha

2¢ pacticlipant’s final pay 5ver the amount, if any, payablzs to
21 the particlipant as disability benefits under the Soclal

22' Security Act.

23 “(b).The annual rate of the>disabillty benef-dits payabnle
24 under section 8442(a) of this title to an eligible

25 participant referred t5> in section 8441(3)(R) of this title--
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1 ** (1) during the period ending 1 year after the date
2 - of onset of the disability, shall be equal to> 62 percent
3 of the particlipant’s final pay: and
u A **(2) after such period, shall be equal'to 42 percent
5 of the participant‘’s final pay while the participant 1is
6 under 55 years of age.

7 **$§ 8444, Application

8 ‘*(a) Except as provided in subsection (b) of this

9 section, a claim 5f a participant for disability ben=2fits

18 under this subchapter may be allowed only 1f the participant
11 files with the insuror an application for the disability

12 benefits within 1 year after the date the participant

13 s2parates from employment_by the Federal Governmant.

14 **(b) The insuror may waive the time limitation s=t osut
15 1in subsection (a) of this section in the cass2 of a

16 participant if--

17 **(1) the insuror determines that th2 participant was
18 mentally incompetent on the date the participant

19 separated from employment by the Federal Govérnmant or

20 within 1 yeaf after such date; and

21 **(2) the application for disability benefits is

22 filed within 1 year after the date the participanat 1is

23 restored to mental éompetency or the date a fiduciary is

24 appointed to manage the flnancial affairs of the ‘
25 participant, whichever date is earlier.
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**§ 8u445. ¥edical examinations

**(a) A participant applying for disability benefits
undec'seCtion guu2(a) of this title shall be examined by a
physiclan under the direction of the lnéuror at such timnes as
the insuror may require.

**(b) A physician examining a particlipant under
subsection (a) of this section shall report to the insuror
th2 diagnosis and prognosls with respect to such participant.

**(c) Notwithstanding any other provision of this
subchapter, any participant who fails to submit to the
examination required unda2r subsection (a) of this sectiosn
shall not be entitled to disability benefits.

**§ 8uu6. Offers df alternative employment

‘**(a)(1) Any participant who is applying for disability
benefits under this subchapter, is examined pursuant to>
section 8445 of this title, and is determined on the basis of
the examination to b2 able to perform the worxk ra2quired in
any position described in paragraph (2) of this sﬁbsection
shall be considered for appointment to such position.

**(2) A positlon referred to in paragraph (1) of this
subsection is a position which is in the agency 2f the
Federai Government employing the participant referred to in
such paragraph, 1s a position for which the partieipant is
qualified, 1s not lower than 2 grades or pay levels below the

participant‘s grade or pay level, and is within the
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1 participant’s commuting area.
2 >"(b) Any participant who 1s appointed to or offered a
3 position under subsection (a) of this section is entitled to
4 appeél to the Merit Systems Protection Board undsr saction
S 7721 of this title any determination that the participant is
6 able to perform the work required of such position.
7 'S 8u4u47. Recovery or restoration of earning capacity
'8> - **(a)(1) 1f the insuror determlneé that an individual who
9 1is receiving disability benefits under this subchapter has
18 recovered from tne disability before becoming 62 years 2f age
11 (in the case of an individual who 1s disabled within the
12 meaning of section 8441(2)(A) of this title) or 55 y=ars of
13 age (1n the case of an individual who is disabled within tne
14 meaning of section 8441(2)(B) of this title), payment of tﬁe
15 benefits shall terminate on the date the individual is
16 resmployed by the Government or 1 year after the dats 2f the
17 medlical examination on which the lnsuror’s determination is
18 based, whichever date 1is earlier.
19 **(2) payment of disability benefits to any Lndlvidual
28 under thls chapter that has been terminated pursuant to
21 paragraph (1) of this subsection shall be resumed if there 1s
22 a recurrence of the individual‘’s disability, as detecmined by
23 the insurer after a medical examination of the individual,
24 and the individual is under 62 years of age (in the case of

25 an iIndividual who 1is disabled within the meaning of section
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8441(2)(R) of this title) or under 55 years of age (in the

-

2 case of an individual whd is disabled within the meaning of

3 section 8441(2)(B) of this title). The resumption of payment
4 of disability benefits shall be effective on the dat2 such

S5 medical examination was completed. The annual rate of the

6 disability benefits payable to the indivlidual upon r2sumption
7 of payment shall be th2 annual rate that would have been

3 payable to the individual if payment of disability benefits

9 had not been terminated pursuant to paragrapnh (1) of this

19 subsection.

11 **(b)(1) If the insuror determines that an 1ndividual who
-12\ is receiving disabllity benefits under this subchapter nas
13 r2ceived, during the latsst calendar year, incom2 from waj2s
14 or self-employment or both totalling the amount squal to 62
15 percent of the rate o2f pay payable fqr the individual’s

16 position of employment by the Government on thes dJate 2f thz
17 onset of the individual‘’s disability (increased as if such
‘18 rate of pay had be=n increased, by the same percent a3 th2
19 overall percent incr2ase in the rates of rpay undar the
20 General Schedule, each time such rates had been incrzas24

21 pursuant to sectlion 5385 of this title since such date),

22 payment of the benefits snall tecrminate on the date 53 days
23 after the end of such calendar year. ' -
24 **(2)(A) If payment of disability benefits under this

25 subchapter has been termlnated pursuant to piaragraph (1) of
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1 ﬁhls subsection in the case of an individual who is not
2 reemployed in a position subject to this chapter, whd |
3 éontlnues to be disablad, who 1s under 62 years of age (in
4 the case of ah individual who is disabled within the meaning
5 of section 8441(2)(A) 2f this title) or under 55 years of age
6 (in the case of an individual who is disabled within the
7 meaning of section 8441(2)(B) of this title), and whd
é recelves 1in the calendar year in which the disability
9 benefits were terminatad, or any calendar year after such
19 vyear, income from wages or self-employment oc both tatalling
11 less than the amount computed in such case as providad in
12 such paragraph, payma2nt 25f disability benefits to th2
13 individual under this subchapter shall be resumed.
14 **(B) A resumption of payment of disability benefits to
15 an individual under subparagraph (A) 2f this paragraph shall .
16 be effective the first day of the first year beginning after
17 thes year in which the individual recelved the income referrced
18 to in such subparagraph.
19 **(C) The annual rate of the disability benefits payable-
20 to an individual upon resumption of payment of disability
21 benefits under subparagraph (A) of this paragraph shall be
22 the annual rate that - would have been payable to the
23 1individual 1f payment had not besen terminated pursuant to
24 paragraph (1) of this subsection.

25 *'§ 8u4ug. Relationship to workers’ compensation
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1 **(a)(1) An individual is not entitled tdo receivs

2 disability benefits under this subchapter and compensation’

3 for injury or disability to the individual under subchapter I
4y of chépter 81 of this title covering the sams period of time.
5 **(2) Paragraph (1) of this subsection does not bar the

6 right of a claimant to the greater benefit conferred by

7 either subchapter referred to in such paragrcaph for any part
8 of the period referred to in such paragraph.

9 **(3) pParagraph (1) o2f this subsection and the provisions
1¢ of subchapter I of chapter 81 of this title do not da2ny 3an

11 1individual an annuity aczruing to the indlividual undsr this
12 chapter on account 9of service performa2d by the individual and
13 do not deny any concurrent benefit to the individual under

14 sudbchapter I of chapter 81 of this title on account >f the

15 death of another . individual.

16 **(b)(1) Subject t> paragraph (2) of this subsection, an
17 1individual‘’s receipt of a lump-sum payment for compensation
18 under section 8135 of this title shall not affect the

19 individual’s entitlement to disability benefits under this

29 subchapter.

21 “**(2) If disability beneflits are payable'undar thls

22 subchapter by reason of the same disabillty for which a3 lump-
23 sun payment of compensation referred to in paragraph (1) of
24 this subsection has been made, so much of the compensation as

25 has been pald for a period extended beyond the date payment

~
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of the disabllity benefits commences, as determined by the
Department of Labor, shall be refunded to that Department for
cradit to the Employses’ Compensation Fund. Before the
1hdiv1dual may recelve the disability benefits, the
individual shall--
**(A) refund to the Department of Labor the amount
representing the comnuted compensation payments for the
extended period; or
**(B) authorize the deduction of the amount from the
disabllity benefits.
Deductions from the disability benefits may be made from
accrued or accruilng payments. The amounts deductad and
withheld from disability beneflts shall be transmittad t> the
Department o2f Labor for feimbursement to the Employess’
Compensation Fund. When the Department of labor finds that .
tha financiél ciccumstances of an individual entitled to
disability benefits under thls subchapter warrant deferred
refunding under this paragraph, deductions from the
disarility benefits may be prorated against and ﬁald from
accruing payments in such‘manner aé the Department
determines. -
‘S 8449. Reserve componants technicians

‘*(a) For the purposes of this section, the term
*technician’ means an individual who 1s employed in a

position in the Natlonal Guard under section 729(a) >f title
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1 32 or in a éimilar position in another reserve component of

2 the Armed Forces of the.United States referred to in s2ction
3 261(a) 6f title 18 and who, as a condition of the employment,
4 1s required to be a member of the Nétional Guard or othar

S resetve component and to hold a specified military grade.

6 **(b)(1) Except as provided in paragraph (2) of this

7 subsection, a participant shall be entitled to disability

8 Dbenefits under thls subchapter in the'same mannec as an

9 eligible participant described 1h section 8u441(3)(B) of this

16 title if the participant-- ' )

11 **(A) is separat=d from employment as a techniclan by
12 réason of a disability that disqualifies the individual
13 from membership in the National Guard or other ressecve
14 - component, as ths case may be, or from holding the

15 - military grade reqgulired for such employment:

16 **(B) 1is not consider=sd disabled;

17 *r(C) 1s not appointed to another position in the

18 Government (undef suosection (c) of this sectlonch

19 otherwise); and |

20 **(D) has not declined an offer to a position 1n the
21 Government under subsectlon (c¢) of this sectlon.

22 “(2) Payment of disability benefits to an individual

23 under thls section tesrminates-- -
24 **(A) on the date thelindividual is appolinted to a

25 position in the Sovernment (under subsection (c) 2f thls
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section or otherwise);

-**(B) on the dates the individual declines an o2ffa2r of
appointment to a position in the Government pursuant t>
subsection (c) of this section; or |

**(C) as provided in section 8447(a) or 84u47(b) of
this title.

**(c) Any individual abplylng for or rec21iving disability

benefits pursuant to this section shall, in accordance with

‘regulations prescribed by the Office, be considered by any

agancy of the Government before any vacant position in the
agency is fllled 1f--
**(1) the position 1s located within the commuting
area of the individual’s former position;
*'(2) the individual is qualified to serve'in the
vacant position; and
**(3) the position is at the same grade or eguivalent
level as the position from which the individual was
sepa:ated.
*‘§ 8450. Disability Lnsurance and administration
‘**(a) For the purpose of_thls section, the term ‘State’
means a State of the United States, the District of CZolumbia,
th2 Commonwealth of Puerto Rico, and a territory or
possession of the Unitad States. : -
**(b) The Office snhall purchase a disability insurance

policy from a disability insurance company t2 provida the
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1 benefits specified in section 84u42(a) of this title and snall
2 enter into a contract with such company to administer the
3 provisions 5f this subchapter which the Office 1s not
4 specifically required by this chapter to administer. The

5 company shall meet the fsllowing requirementss:

6 **(1) It must be licensed to transact disability

7 insurance under th=2 laws of a State.

8 **(2) It must have in effect, on the most recent

9 December 31 for whicn information 1s avallable td the

12 Office, an amount 5f employ=2e group disability lnsurance
11 equal to at least 1 percent of the'total amount »>f

12 ’ émployee"grbﬁp disability lnsurance in the United States
13 in all disability insurance companies.

14 T (e) R company'awarded a contract under subséction (b)

15 of this section shall establish an administrative office

16 under a name approvad Dy the Jffice.

17 **(d) The Office may award a contract under subsaction

58 (b) of this section for 2 perlod not 2xc=2eding 5 years and

19 may include in the contract a provision authorizing extension
28 of the contract for 1 year at a time.

21 **(e) 'The Director may include in the contrasts such

22 te-ms and conditions as he consicers appropriate to protect
23 ths 1nteres£s of participants and the United States.

24 **(f) All records established or maintained by the

25 iasuror in the administration of this subchapter shall b2 the

~
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1 br:perty cf the United States. The insuror éhall-deliver such
2 records to the 0Office whenever requested by the Jffice.
3 **(g) The provisions of any contract under tnis
4 subchapter which relate to the nature or extent of coverage
S or benefits (including payments with respect to benefits)
6 shall supersede and preempt any law of any State or political
7 subdivislon thereof, or any regulation issued thereunder,
8 which relates to group disability insurance to the extent
9 that the law or regulation is inconsistent with the |
18 contractual provislons.
11 *'S§ 8451. Relnsurance
12 **(a) The Office of Personnel Management shall arrang2
13 with a company issuing a policy under this chapter for the
14 reinsurance, under conditions approved by-the Office, of
15 portions of the total amount of insurance under the policy
16 determined under this seztion, with other disability
17 insurance companies which elect to participate in ths
18 r2insurance. '
19 **(b) The Office shall determine for and in advance of a
28 policy year which companies are eligible to participate as
21 réinsurors and the amount of insurance under a policy which
22 1s to be allocated t> the issuing company and to reinsurorse.
23 The Office shall make this determination at least- every 3
24 years and when a participating company withdraws.

25 **(c) The 0Office shall establish a formula under which

~_ Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

BN

279918.396 S.L.C.
81 '

1 the amount of insurance :etalned by an 1issuling company aftar
2 ceding reinsurance, and the amount of reinsurance ceded to

3 each reinsurcr, 1is in prqportion to the total amount of 2ach
4 éompany's group disability insurance, excluding insurance

5 purchased under this subchapter, 1ln force in the United

6 States on the determination date, which is the most recant

7 becember 31 for which information is available to ths 0ffice.
8‘ In 6eterm1n1ng the proportions, the portion of a company’s

9 group disability insurance in force on the determination date

19 in excess of $120,299,9822 shall be reduced by--

11 **(1) 25 percent of the first $1¢¢,¢20,088 of the
12 excess;

13 **(2) 58 percent of the second $140,808,422 5f the
14 excess;

15 “(3) 75 percent of the third $180,822,829 of the
16 excess; and

17 **(4) 65 percent of the remaining excess.

18. However, the amount cetained by or ceded to 2 company may not
19 exceed 25 percent of the amocunt of the company‘sitotal‘
280 disablity insurance in force in the United States on the

21 determinatioﬁ date.

22 ‘**(d) A fraternal benefit assocliation which--
23 . **(1) is licensed to transact disabllity dinsurance
24 under the laws of a State, and

25 **(2) 1s engag=ad in issulng insurance certificatas on
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1 the risk of diSabillty among employees of th2 United
2 States exclusively,

3 1s ellgible to act as 3 reinsuring company and may b2

4 allocated an amoﬁnt pf reinsurance equal to 25 p2rcent of-lts
5 total disability insurance in force on employees of the

6 Unlted States on the determination date named by subaction

7 (c) of this section.

8 ‘*(e) The Office may modify the computations under this

9 section as necessary to carry out the intent of this section.
12 °*'S 8452. Annual accounting:; speclial contingency ressrva

11 **(a) A policy purchased under this chapter shall provide
12 f5- an accounting to the Office of Personnel Managemant not
13 later than 94 days a:ter the end of each policy year. The

14 ccounting shall set forth, in a form approved by ths

15 oOffice--

16 **(1) the amdunts of premiums actually acscru=d undarc
17 the policy from its date of issue to the end of the

18 policy year; |

19 “*(2) the total of all claim charges incurred for

29 that period; and

21 **(3) the amounts of the insurors’ expense and risk

22 charges for that pesriod.
23 The amount equal to the excess of the total 2f the amdunts
24 described in paragraph (1) of this section over the sum of

25 the amounts described in paragraphs (2) and (3) of this
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section shail be heid by the Federai Government as a spaclal
coatingency reserve to be used by the company issuing the
policy only for charges under the policy.

‘**(b) The company referred to in subsection (a) of thls
section may make depossits for the purpose of such subsection
in equal monthly installments over a perliod of not more than
2 years.

**§ 8u453. Employees”’ Dlsabll;ty Insurance Fund

“(a) There 1s established in the Treasury of th2 Unitad
States a fund to be knawn.as the '‘Employees’ Disabillty'
Insurance Fund‘’.

**(b) The employing agency shall make periodic payments
to the Employees’ Disability Insurance Fund in tne amduat of
th2 portion of the premium payatle for the applicable.perlod
(under the policy purchased under section 8438(Db) of'thié
title) which is attributable to participants pald by the
employing agehcy. as determined by the Officé and ths
insuror. The emplovying agency shall pay the amounts rcegul-=d
by this subsection from the appropriation or fund'available
for payment of the basic pay or salarlies of employees of the
agency. In the case of a participant in the legislative
branch who 1is paid by tha2 Clerk-of the House of
Representatives, the premium shall be pald from the
coatingent fund of the House of Representatives.

**(c) Sums in the Employees’ Disability Insurancz Fund



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R_000200180011 1-4

192
11
12
13
14
15
16
.
18
19
20
21
22
23
24

25

#79913.396 ' s.L.C.

84 .
shall be available without'fiscal vear limitation for the
payment of premiums under an'insurance'policy purchased under
section 8458(b) of this title.

**(d) The Secretary of the Treasury may invest and
reinvest any of the money in the Employees' Disability
Insurance Fund 1n interest-bearing obligations of the United
States, and may sell these obligations for the purposas of
Such fund. The interest on and the proceeds from the sale of
th2se obligations, and the income derived from the dividend
or premium rate adjustments from insurors, become a part of
such fund.
| *t(e)(1) No tax fee, or other monetary payment may be
imposed or collected by any State or by any political
subdivision or.other governmehtal authority ther=of, on, or
with respect to, any premium paid under an insucance policy:
purchased under this subchapter.

“(2) Paragraph (1) of this subsection shall not be
construed to exempt any company 1issulng a policy of lnsu:an:e
under this subchapter from the imposition, paymeni, or
collection of a tax, fee, or other monetary payment 2n the
net income or profit accrulng to or realized by that company
from business conducted under this subchabtec, if that tax,
fee, or payment 1s applicable to a broad range of business
activity.

‘*SUBCHAPTER VI--GENERAL AND ADMINISTRATIVE PROVISIONS
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1 'S 8461. Authority of the Office of Personﬁel Managament

.2 **(a) The Office shall pay all benefits that are payable
3 under subcharter II of this chapter from the Fund.

4 ' **(b) The office shall administer all provisions of this
5 chapter not specifically required to be administered by the
6 Board or any other agency.'

7 *“(c) The Office may make regulations to carry out the
8 ﬁrovlsiohs of this chapter administered by the Office.

9 **§ 8462. Cost-of-1living adijustment in basic plan annuities,

19 survivor annuities, and disability ben=fits

11 **(a) For the purpose of this section--

12 **(1) the term ‘pase quarter’, when used witn respect
13 to a year, means the calendar quarter ending on S2ptamber

14 38, of such year; and

15 = **(2) the price index for a base quarter is th2

16 arithmetical mean 2f such index for the 3 moﬂths

17 comprising such guarcter.

18 ;‘(b)(1) ZXcert 2s ﬁrovided in subsectlon (c)'o: (ef of

19 this section, effectivs December 1 of each y=2ar in which the
280 price index for the base gquarter of such year exceeds the

21 price index for the base quarter of the preceding year, 2ach
22 anaulty wnich 1s payable from the Fund under subchapter II of
23 this chapter or section 8&31-or 8432 of this title and

24 commences not later than such December 1 shall b2 increasesd

25 by the applicable percent determined under paragraph (2) of
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ﬁhls subsection.

*1(2) If the price index for the base quarter of any y=2ar
in which an annuity Is to be increased under paragraph (1) of
this subsection exceads the price index for the base quarter
of the preceding year--

**(R) by not more2 than 4 percent, the percent by
whlch.the annuity 1s increased in such yszar under suéh
patagréph shall be one-half of such percent incr2ase in
the price index:

‘‘(B) by more than 4 percent but not mor2 than 8
percent, the perceat by which the annuity is increas2d in
such year under such paragraph shall be three-fourths of
such pecrcent increass in the price index;

**(C) by more than 8 percent, the percent by which
the annuity is inc-ceased in such y=2ar under such
paragraph shall be the excess of such percent inzreas2 in
the price index over 2 percent.

**(c)(1) The flrst increase (if any) made under
subsection (b) of this section to an annuity payable to 3
participant who retires, to the surviving spouse of a
deceased particlpant, or to the surviving spouse of a
deceased annuitant whose annuity has never been incrzas=4d
‘under this subsectldn or subsection (b) of this section shall
be equal to the product (adjusted to the nearest one-tz2ath of

1 percent) of--

... Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4
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1 ' **(A) one-twelftn of the applicable.percant 2f the

2 adjustment computed under subsection (b) ofvthls section,
3 multiplied by

4 " *“(B)(1) the number of months (counting any portion

5 of a month as a month) for which the annuity was payable
6 - before the effective date of the increase, oc

7 o ‘*(i1) in the case of a survivor annuity payabls t> a
8 surviving spouse of a deceased annultant whose aanulty

9 has never been so lncreased, the number of months
12 (counting any portion of a month as a month) since the
11 annuity was first payable to the deceased annultant.
12 **(2) Effective on its commencing date, an annuity

13 - referred to in subsection (b) 6f this section and payablz t>
14 an annuitant’s surviving spouse shall be increased by the

15 total percenp by which the deceased annuitant’s annuity'had
16 be2n increased under this sectionAduring the perlod bzginning
17 510 the date the deceas2d annuitant’s annulity comnencad and

18 ending on the date of th2 deceased annuitant’s d=zath.

19 **(d) The monthly installment of an annuliy payable after
20 adjustment under this section shall be rounded t2 th2 next |
21 lowest dollar, but the 1lncrease in the monthly lnstallm2nt

22 under thls sectisa shall be at least one dollar.

23 'S 8463. Rate of benefits ' -

24 *‘Each annulity and disability benesfit is stated as an

25 annual amount, one-twelfth of which, fixed at thes next lowest
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dollar, constitutes the monthly réte payable on the first
business day of the first month beginning after the last day

of the month for which the annuity or disability ben=2fit has

‘accrued.

**§ 8u64. Accrual and tecrmination of annuitles

**(a)(1) Except as otherwise provided in this subchapter,
the annulity of a participant under subchapter II of this
chapter commences to accrue on the first day of the first
month beginning after--

**(R) the date the particlipant separates fron
employment by the Sovernment entitled to an immediate
annuity under section 8411 of this title, or

**(B) 1n the case a participant who is entitled to a
deferred annuity undasr séction 8412 of this titlz, th2
,date-elected by the participant under section 8412(a) of
this title or thz jaﬁe the participant becomas 62 y=2ars
of age, whichever is earller,

as the case may be.

**(2) The annulty of a former pafticipant under this’
chapter terminates on th2 date of death or other terminating
event provided by lawe.

**(b)(1)(A) Except as provided in subparagrapn (B) of
thls paragraph, the survivor annuity 9f an individual -
entitled to a survivor annuity under this chapter commences

to accrue on the first day of the first month begjinning aftar
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1 the date Qf‘death of the deceased participaﬁt or former

2 participant on whose déath such annulity is based.

3 **(B) The survivor annuity of a surviving spouse entitled
4 to a survivor annulity under section 8431(b) of this title and
5 each survivor annulity computed under section

6 8u434(b)(2)(A)(111l) of this title for a former spouse

7 commences to accrue on the first date that the deceased

8 participant on whose death such annuity 1s based could have
9 ‘retired entitled to an immediate annulty under s=2ction 8411
19 of this title (other than subsection (f) of such section) if
11 the deceased participant had continued to live and had

12 coatinued to be a participant until such date.

13 **(2) The survivor annulity payable to a surviving spouse
14 or an eligible former spouse of a deceased participant or

15 deceased former partlclpant under this chapter terminatzs on
16 th2 last day of the last month ending before the surviving
17 spouse or former spouse dies or, if the surviving spouse or
18 former spouse 1ls less than 55 years of age, remarries.

19 **§ 8465. Walver, allotment, and assignment of benefits

20 **(a) An individual entitled to receive payment of

21 benefits under subchapter II of thls chapter may decliﬁa to
22 accept all or any part of the amount of the benefits by a
23 walver signed and filed with the Office. The walver may be
24 revoked in writing at any time. Payment of the benefits

25 walved may not be made f>r the period durling which the walver
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1 1s in effect.

2 **(b) An individual entitled to receive payment of

3 benefits under subchapter II of this chapter may mak2

4 allotments or assignments of amounts from the benefits for

5 such purposes as the Offlice ¢onsiders appropriate.

6 'S 8u466. Application for benefits

7 **(a) N> payment of benefits based on the service of a

8 former participant shall be made under subchapter II of this

9 chapter unless an application for payment of the benefits is
18 received by the Office before the one hundred and fifteenth
11 anniversary of the former partlcipant's birth.

12 **(b) Notwithstanding subsection (a) of this section,

13 after the death of a participant or former participant, a

14 Dbeoneflit based on the participant’s or former participant’s
-15 service shall not be pald under subchapter II of this chapter_
16 unless an application thasrefor is received by the 0ffice

17 within 3¢ years after the death or othar event which

18 establishes the entitl=2m2nt to the ben=2fit.

19 *'§ Bu67. Court orders

20 ~ *‘(a) Payments undar this chapter which would otaerwis2
21 be made to a participant or former particlpant based upon the
22 sercvice of the participant or former participant shall be

23 paild (in whole or in part) by the Office or the Board, as the
24 case may bé, to another person 1f and to the extent that the

25 terms of any court decresz of divorce, annulment, or l23al
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separation, or the terms of any court order or court-approved
property‘sentlement agreement‘incident to any court decree of
divorce, annulment, or legal separation expressly provide.
Any_payment under this paragraph to a person bars recovery by
any other person.

**(b) Subsection (a) of this section shall apply only to
payments made by the Office or the Board under this chapter
after the date the Office or the Board, as the case may be,
receives written notice of such decree, order, or agreement,
and such additional information and documentation as th2
Office or the Board may require.

**§ 8u68. Annuitles and pay oh reemployment

‘(a) If a former participant recelving an annuity under
this chapter becomes employed in an appointive or elactive
position in the Government, payment of the annuity tarminates
effective on the datz af the employment and the formar
pacrticipant's servica2 5n and after the date the formar
partlcipanp becomes s0 2mployed is covered by thié chiptear.
Upon termination of tha employment, the rights of tha farmer
participant under this chapter shall be redetermined. If the
former participant dies whlle still so employed, a survivor
annuity payaple with respect to the deceased former
pacticipant shall be resdatermined as if the 2mployment had
otherwise terminated on the date of death.

**(b) The amount of 3an annuity resulting from a
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1 fedeterminatlon of rights under this chapter pursuant to

2 subsectlion (a) of this section shall not be less than the

3 amount of the terminated annuity plus any increases under

4 section 8462 of this title occurring after the termination of
S the annuity and before the commencement of the redetermined
6 annuity. |

7 **SUBCHAPTER VII--TRANSITION PROVISIONS

8 ‘'S 8471. Treatment of cectaln individuals subjest t> tae

9 _ Civil Service Retirement and Disability System
19 **(aj)(1)(A) Any individual who is subject to subzhapter
11 III of chapter 83 of this title as an employee (as defined in
12 section 8331(1) of this title) or a M2mber (as definad in

13 section 8331(2) of this title), whose service is not

14 employment for the purposes of title II of the Social

15 Security Act and chapter 21 of the Internal Revenue Codz of
16 1954, and who 1s not required by section 84g2 of this title
17 to be a participant may 2lsct to commance participation in
18 th2 System.

19 | **(B) An elesctiosn authorized by subparagraph (h) of tals
2@ paragraph shall be made in writing pursuant to such

21 regulations as the 0ffice may prescribe and may be made not
22 later than January 1, 1988, or, in the case of an individual
23 who becomes an employee or Member after a break ima service
24 for a'period that lncludes January 1, 1987, not later than 1

25 year after the individual resumes service.
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**(2) Any individual who makes the election authorized by
paragraph (1) of this subsection shall retain accrued cradit
for entitlement to ben2fits under subchapter III of chapter
83 of title 5, United States Code, for service perfocmad
while subject to such subchapter.

**(3) An individual referred to in paragraph (1) of this
subéection who becomes an employee or Member after a br=ak 1in
service for a period that includes January 1, 1987, may make
deposits under sectiosn 8334 of this title for service |
performed before such date while subject to subchapter III of
chapter 83 of this title.

**(b) Any individual who--

** (1) has an unr2funded lump-sum credit in tne Fund
under subchapter III of chapter 83 of this title,
**(2) is regquired by section 8442 of this title to be_

a participant, and |

**(3) is not 3 participant referred to 1in sectlion

8473(a) of this title, |
shall retain accrued credit £2r entitlement to bénefits under
such subchapter for service performed thle subject to such
subchapter.

**(c) Any 1inaividual -who---

**(1) has receivad a refund of.a lump-sum cradit in
the Fund under subchapter III of chapter 83 of this

title,
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1 ‘*(2) is reguiced by section 8482 of this title to be
2 a particlpant, and
3 _ **(3) is not a participant referred to 1in section
4 8473(a) of this title,

5 may make deposits under section 8334 of this title for

6 service performed before January 1, 1987, while subj=ct t>
7 subchapter III of chapter 83 of this title and shall, upon
8 making suchvdeposits, be entitled to credit under such

9 subchapter for service covered by the deposits.

18 'S 8472, Special rules for participants retaining

11 ‘ éntitlement in the Civil Service Rstirement and
12 Disablility System
13 . *'(a) sService that is creditable under subchapter III of

14 chapter 83 of this title in the case of an individual wh>

15 retains entitlement in the Civil Service Retirem2nt and

16 Disability System under section §471(a) or 8471(d) of tnis
17 title shall be credited as service under this chapter only
18 fo7 the purposes of determining'ellgibllity to ratire

19 entitled to an immediate annulty under section 8411 o2f this
2¢0 title and eligibility for disability benefits under

21 subchapter V of this chapter.

22 ‘*(b) Service periormed as a participant in the System by
23 an individual referred t> in subsection (a) 2f tais section
24 shall be credited under subchapter III of chapter 83 of this

25 title only for the purpose of datermining eligibility t>
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retire entifled to an immedliate annui;y under sectlon 8335 or
8336 of this title.

**(c)(1) The rates_of basic pay in effect for an
fndividual referred to in subsection (a) of this section 2n
and after the date the individual begins to participate in
the System shall be taken into account 1n computing the |
individual‘’s average pay (as defined in section 8331(u4) of
this title) for the purposes of subchapter III of chapter 83
of this title.

**(2) The rates of basic pay in effect for an individual
referred to in subsection (a) of this section before th2 date
the individual begins to participate in the Systa2m shall be
taken into account in computing the individual‘’s averags péy
for the purposes of this chapter.

**§ 8u473. Participants hired during temporary adjustment
period |

*‘(a) If a participant first commanced s2rvice as an

‘emnloyee or ¥ember aftar December 31, 19333, 3and peforz2 the

effective cate of th2 Civil Service Pension Re‘ofm Azt of
1985, and the servic2 is employment for the purposes of title
II of the Social Security Act and chapter 21 of the Intsrnal
Revenue Code of 1954, such service shall be credited as
service for the purposes of thls chapter and shall be
considered years of paftlcipation in the System for the

purposes of sectlon 8422 (b) (1) of this tltie.
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| **(b)(1) The amount computed under paragraph (2) of this
subsection shall be transferred from the Fund to the Thrift
Savings Fund in the case of a particlpént referr2d to in
subsection (a) of this section. The amount transferred shall
be credited to an account established for the individual
pursuant to sectlon 8428(a) of this title. |

**(2)(A) The amount transferred from the Fund in tha case

of a participant pursuant to paragraph (1) of this subsaction
shall be egual to the sum of--

**(1) two times the total amount deducted and
withheld from the basic pay of the participant pursuant
to section 28u4(a) of the Federal Employe=‘s Retiremant
Contribution Temporary Adjustment Act of 1983 k97 Stat.
1107; 5 U.S.C. 8331 note):; and

**(11) interest on the amount referrad to in clause
(1) of this subparagraph computed at the annual rat2
determinsd under the second sentence of this subparagraph
and compounded annually, as 1f a fraction of such amndunt
(determined as provided in subparagraph (B) 5f this
paragraph) had been deposited to the credit of tae Fund
at the end of each month for which amounts were deducted
and withheld from ths basic pay of the participaat as
described in clause (1) of this subparagraph.-

The annual rate referred to in clause (ii) for an amount

transferred from the Fund in any calendar year shall be 23ual
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1 to the interest rate determined for such calendar year under

2 section 833u4(e) of this title.

3 **(B) In the case of any participant to whom paragraph

4 (1) of this subsection applies--

5 ' (1) the.numerator of the fractlion referred to in

6 subparagraph (A) (i11) of this paragraph is one; and

7 **(11) the denominator of the fractlon is the number
é of months for which amounts were deducted and withheld

9 from the basic pay of the participant as qesccibad in

10 subparagraph (A) (1) of thils paragraph.

1 **(3) For the purpos3s of sectlion 8422 of this titla--
12 ‘**(A) one-half of the amount computed in the cas2 of
13 a participant ceferrad to in subsection (a) 2f this

14 section pursuant to paragraph (2) of this subsection

15 shall be treated as a contribution made gnder sectiosn

16 8421 (a) of this title; and |

17 ‘Y (B) dne—half of such amount shall be treata2d as 3
18 cbntributlon macds by the employing agency 5f the

19 participant pursuant to section 8421 (b) of this ticla.
20 **(4) All amounts trinsferred from the Fund‘pursuant to

21 paragraph (1) of this subsection shall be transferred in the
.22 form of interest-peacing securities of the United States.

23 **§ 8474, Reemployed annultants under a Government ratirement
24 systenm.

25 **(a) For the purposss of this section--
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**(1) the term ‘annuitant’--

‘*(A) 1n the case of the Civil Sarvice Ratirement
and Disabllity System, shall have the same m=2aning
provided 1ln section 8331(9) of this title;

**(B) 1n the case of the Forelign Service
Retirement and Disability System, shall have th2 same

meaning providsd in section 884(1) of th2 Foreign

Service Act of 1980 (22 U.S.C. 4844(1)), except that

such term does not include a survivor; and
**(C) in the case of the Central Intelligence
Agency Retlrasment and Disability System, means--
‘*(1) any participant who 1s refsrred to 1in
sectlion 203 >f the Central Intelligence Agency
Retirement Act of 1964 for Certain Employees, and
‘*(11) any individual whp formerly was such a.
participant,
entitled to an annuity from the Central Intelligence
Agency Retirem2nt and Disability Fund;
**(2) the term ‘Government retirement syétem' m23ns--
**(A) ths Civil Service Retirement and Disability
System under subchapter III of chapter 83 of this
title;
‘*(B) the Foreign Service Retirement and

Disability System under chapter 8 of the Foreign

Service Act of 1982 (22 U.S.C. 4841 et seg.); and
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v“(C) the Central Intelligence Agency Retirzment
and Disability.System-under the Central Intelligence
Agency Retirement Act of 1964 for Certain Employees
(52 U.S.C. 423 note):; and

**(3) the term ‘reemployed ahnultant' means an annuitant

who becomes employed by the Government after the

effective date of the Civil Service Pension Reform Act of

1985 and is required by section 8482 of this title to be

a participant.

**(b) A reemployad annuitant shall retain entitlement in
th2 Government retiramant system under which the annuitant 1is
receiving an annuity.

**(c)(1) Service tnat_is creditabls under th2 Goveram2at
retirement system of a reemploved annuitant shall be credited
under this chapter only for the purpose of determining
eligibility to retirs sntitled to an annuity undar sa2ctian
8411 of this title.

**(2) Service perfarred as a reemployed_annultant shall
not be creditable service for the purposes of the Goverament
retirement system of the feemployed annuitant.

**(d)(1) The rates of basic pay in effect for a
re2mployed annuitant on and after the date tne annuitant
begins to participate in the System shall be takan iato
account in computing the anultant’s average pay for the

purposes of the Government retirement system undsr which the
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1 annuitant was receiving an annuity when the reemployment
2 commenced.
3 **(2) The rates of basic pay in effect for a reemployed
4 anauitant before ths date the annuitant begins ts particzipate
5 1n the System shall be taken into account in computing the
6 anhuitant’s avefage pay for the purposes of this chapter.
7 **(e) Deductions may not be withheld from the pay of a
é reemployed annuitant for. the purposes of the reemployed
9 annuitant’s Government retirement system while the r22mployed
19 annultant 1is a pérticipant in the System.
11 **S 8475. Exemption from certain offs2t provisions of ta2
12 Soclal Security Act
13 ‘*‘Sections Zﬁz(b)(b). 282(c)(2), 202(e)(7), 202(£)(2),
14 202(g)(4), and 215(3)(7) of the Soclal Security Act shall not
1S apply in the case of a person who is a partizipant rafecred
16 to in sectioh 8471 of this title or a participant under
17 regulations prescribad by the President pursuant to section
18 8477 of this title.
19 **§ 8476. Regulations
29 **The Office of Personnel Management may prescribe
21 regulations to carry out thils subchapter (other than section
22 8477 of this ;ltie).
23 “‘SUBCHAPTER VIII--CIVIL SERVICE THRIFT INVESTMENT MANAGEMENT |
24 SYSTEN

25 '8 8491, Civil Service Thrift Investment Board
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1 ’ **(a)(1) There is established in the executive branch of

2 the Federal Government a Civil Service Thrift Investnent.

3 Board.

4 **(2) The Board shall be composed of--

5 ‘**(A) the Chairman of the Federal Reserve Board;

6 **(B) the Secretary of the Treasury:;

7 **(C) the Director; and _

8 _“(D) two represantatives of Federal employes=

9 organizations appointed by the President.

19 **(3) The chairman of the Federal Reserv2 Board shall be

11 the Chairman of the Board.

12 **(4) The term of office of a member of the Board

13 appointed under paragraph (2)(D) of this subsection shall

14 terminate on the termination date of the term of office of
15 the President who appointed the member.

16 **(b) In addition to performing such functlions, duties,
17 and responsibilities as are required under subchapter III of

18 this chapter, the Board shall--

19 | **(1) establish policy and prescribe regdlatians for
20 the investment and management of the Thrift Savings Fund
21 and foc‘the administration of subchapter III of this

22 title;

23 **(2) raview the performance of investments mada for
24 the Thrift Savings Fund;

25 ‘;(3) without regard to civil service and
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1 classification laws, fix the rate of pay 5f the Executive
2 Director;

3 : **(4) supervise the.Executlve Director; and

4 : ‘;(5) review and approve the budget of the Board.

5 **(c)(1) The Board may--

6 _ **(A) adopt, alter, and use a seal;

7 **(B) adopt, amend, and repeal regulatioas to carry
8v out_;té functions;

9 . **(C) upon the conéurrlng votes of four mnembars--

10 **(1) disapprove any actlon of the Executivs

11 Director;

12 ‘*(11) except as provided in paragraph (2) of

13 this subsectioﬁ, direct the Executlve Director t5

14 take such action as the Board considers appropriate
15 _ - to carry out the provisions of this subchapter,

16 subchapter IITI of this chapter, and the policies »>of
17 the Board; and

18 | "*(iil) removz2 the Executive Diractor from 2fflce
19 for goocd cause shown; and |
20 - ** (D) take sucn other action as may be n2cessary to
21 carcy out the functions of the Board. '

22 ‘'(2) Tne Board may not direct the Executive Diractor or

23 any contractor under section 8427(£f) of this title to 1invest
24 or to cause to be investad any sums in the Thrift Savings

25 Fund in a specific asset.
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1 '*$§ 8492. Civil Servicz Thrift Investment A&visory Committee
2 **(a)(1) The Board shall establish a Civil Service Thrift
3 Investment Advisory Committee (herelnafter 1n this subchapter
4 referred to as the ‘‘*Advisory Committee’’).
5 **(2)(A) The Rdvisory Committee shall be composed of 6
6 menbers appointed as provided in subparagraph fB) of this
7 paragraph.
8: , **(B) The members of the Advisory Committee shall be
9 appointed by action ag-e=d ta.by a majority of the membars
18 the Board. Three of the members of the Advisory Committee
11 shall be appointed from among investment assat managars not
12 employed by the Federal Scvernment and three of the mnembars
13 of the Advisory Committe2 shall be appointed from among
14 administrators of thrift savings plans establishad for
15 employees of private sa2ctor enterprises.
16 **(3) The Board shall prescrite the terms and conditioas

17 2f service of the memb2rs of the Advisory Commitgee.

18 **(b) The Advisory Committee shall--

19 ;‘(1) advise the Board and the Executive Diractor on

29 matters relating to-- | |

21 **(A) investment policy for the Thrift Savings

22 rund;

23 **(B) selection of the types of investment funds

24 which are appropriate for investment of sums 1n the -
25 Thrift Savings Fund; | | |

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

279912.396 . : Sel.Ce

164
1 : '*(C) selection of investment ménagecs for the
2 purpose of contracting for the administration of
3 investment funds under section 8427(f) of this title;
4 and
5 “(D)}the performance of the duties o5f the Board
6 and the Executlve Director under this subchapter and
7 subchapter III of this chapter; and
8 **(2) review the performance of investments mads for
9 the Thrift Savings Fund. '

19 **§ 8493. Executive Director

11 **(a)(1) The Board snall appoint an Executive Directar by
12 action agreed'to by a‘najority of the members of the Board.
13 The Executive Director shall have substantial experizance,

14 training, or expertise iIn the managemant of financial

15 1investments.

16 ‘*(2) The Board shall prescribe ths terms and conditions

17 of service of the EXecutive Director.

18 ‘**(b) The Executive Director shall--

19 **(1) carry out the policles established by the

22 Board;

21 **(2) invest and manage the Thrift Savings Fund in
22 accordance with ﬁhe investment and otner policies

23 established by the Boards -

24 **(3) pay annuities and make other authorized

A25 distributlions from the Thrift Savings Fund under this
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chapter; and
**(4) administer the provisions of this subcnapter
and subchapter III of this chapter and the regulations
préscfibed by the Board.
**(c) The Executive Director, may--

**(1) without regard to civil servicz and

~classification laws, appoint, employ, and f1x ths

compensation of such personnz2l as may be necessary to
carry out the provisions of this subchapter and
subchapter III of this chapter:;

**(2) enter into such contracts or other
arrangements, and mnake such modifications thsreof, as may
be necessary to carcy out the provisions of‘this
subchapter and section 8427 of this title and th2
policles of the Board:

**(3) obtain fronm any Federal agency, including any
independent establlsnmenﬁ or instrumentality of the
United States, advice, Information, estimates,
statistics, and such other 3ssistance as theAExe:Qtlve
Director considers necessary to carry out th2 provisions

of this subchapter and suchapter III of this chapter and

.the policies of tha Board;

**(u4) make such payments out of sums in the Thrift
Savings Fund as tha Executlve Director determines ara

necessary to carry out the provisions of this subchapter
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and subchapter III of this chapter and ihe policies of
the Board:; |

**(5) pay thé compensation, per diem, and travel
expenses of personnel from the Thrift Savings Fund;

**(6) accept and utilize the services of individuals
employed intermittesntly in the Government service and
reimburse such individuals for travel expensess, 3as
authorized by section 5783 of this title, including pec
diem as authorizad by section 5722 of this title;

**(7) except as otherwlise expressly prohibit2d by law
or the policies of tnevBoard. delegate any of thz
Executive Director’s functions to such officers and
employees under the Board as the Executive Director nay
designate and authorize such successive redelegations of
such functions t> such officers and employees under the.

Board as the Executive Director may consider to be

necessary or appropriate; and

*t(8) take such o2ther actlions as is appropriate to
carry out the functisns of the Exezutive Dlrebtor.
8u494. Investment policy

‘**The Board shall develop investment policies under

section &491(p)(1) of this title which provide for--

**(1) high investment yields:; -
**(2) prudent investments sultable for accumulatiag

funds for payment 2f retirement income;
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1 ' “(é) low administrative costs: énd

2 **(4) investments Likely to recelve broad acceptance
3 by participants and the public.

4 **§ 8495. Administrative pfovisions

5 **(a) The Board shall meet--

6 ** (1) not less than once during each flscal year; and
7 **(2) at additional times at the call of the

8' Chalilrman.

9 **(b)(1) Except as provided in section 8493(3)(3) of this

19 title, the Board shall parform the functions and exercise the
11 powers of the Board on a majority vote of a guorum of the

12 Board.

13 “*(2) A vacancy on tne Board shall not impair the

14 authority of a guorumn of the Board to pasrcform tha fuactions
15 and exercise the powers of the Board.

16 **(c) Four members of the Board'shall constitute a quocum
17 for the transaction of busliness.

18 **(d)(1) Each member of the Board who is not é Fede:él

19 employee and each member of the Advisory Comnltteé snall o2
2¢ compensated at the daily rate of basic pay payable for grade
21 GS;18 under the General Schedule for each day or part ther=of
22 during which such member is engaged in performing a function
23 of'the Board or Advisory Committee, as the case may be.

24 **(2) Each member of the Board who is not a Federal

25 employee and each member of the Advisory Committee snall be
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1 paild travel, per diem, and other necessary éxpenses undar

2 subchapter I of chapter 57 of this title while traveling away
3 from his home or regular place of business in the pecrformance
4 of the duties of.the comnission or Advisory Board, as the

5 casé may be.

-6 ‘*(e) The accrued annual leave of any employee wnho is a

7 member of the Board shall not be charged for any time used in
8 performing service for the Board durling any work period.

9 ‘*(f) The Federal Advisory Committee Act (86 Stat. 776; 5
10 U.S.CQ App.) shéll not apply to the Advisory Committee.

11 **§ 8496, Requirements re=lating to investment funds contracts
12 ~ *‘(a) The Board shall include in each contract awarded

13 under section 8427(f) of this title--~

14 ‘**(1) a provision reguiring the contractor td

15 diversify the investnents made undsr the contract;

16 '*(2) a provision requiring the contractor t> make,
17 consistant with prudant criteria for financial

18 investment, such invsstments as, in the judément of such
19 contractor, will maximize the return on the investments;
29 '*(3) a provision specifying the fees payabls under
21 the contract to the contractor:; and

22 ‘*(4) such additional terms and conditioas as tae

23 Board considers appropriate to protect the interests of
24 the United States and participants. ‘
25 ‘*(b) The amount payable to a contractor undar a contract
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awarded under section 8427(b) of this title may ndot 2xceed
tha amount equal to on2-juarter of 1 percent of the sums 1in
the Thrift Savings Fund invested by the contractor under the
contract.

**(c) A contract awarded under section 8427(b) of this

‘title shall terminate 1 year after the first day the contract

Is in effect.
**§ 8u97. Fiduciary responsibilities; liability and penalty
**(a) For the purpdses of this section--
**(1) the term ‘fiduciary’ means--
**(A) with respect to the Thrift Savings Fund,
each member of the Board; and
**(B) with respect to sums from the Thrift
savings Fund invested and managed by a private
business concern under a contract entered into undar
section 8427(b) of this tiile--
** (1) such private business concern; and
**(i1) each owner, director, affiﬁér, and
employee o2f such privats business coﬂcern; \
**(2) the term ‘party in 1nterest' includes--
**(A) any fiduclary:
**(B) any counsel to a flduclary:
**(C) any person providing services to the Board;
**(D) a labor organization;

**(E) a spouse, ancestor, lineal descendant, or

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

279918.396 ' : S.L.Ce

118

1 | spouse of a lineal descendant of a person described

2 . in subclause (RA), (B), or (C) of this clause; and

3 ““(F) a cocpsration, partnership, or trust or

4 estate of which, or in which, 58 percent or noré of--
5 ' **(1) the combined voting power of all

6 classes of stock entitled to vot2 or the total

7 value of shares of all classes of stock o2f such

8 corporation;

s ‘*(11) the caplital interest or profits

19 Interest of such partnership; or

11 ‘*(111) the beneficial intersst of such trust

.12 or estats,

13 | is owned directly or indirectly, or held by a parson
14 described in subclause (A), (B), (C), or (E) of this
15 clause; and X
16 **(3) the term ‘person’ means an‘indlvidual,

17 partnership, Jjolnt venture, corporation, mutual zcompany,
184 joint-stock company, trust, estate, unincorporatzd

19 organizétion. assoclation, or labor organization.
29 **(b)(1) A fiduciary shall discharge his responsibilities

21 wlth respect to the Thrift Savings Fund or applicabls portion
22 the2reof solely in the interest of the participants and

23 Dbeneficlaries and-- -

24 **(R) for the exclusive purpose of--

25 **(i) providing benefits to participants and

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



v

12
11
12
13
14
15
16
17
18
19
28

21

22.

23

24

25

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

879918.396 _  S.L.cC.

111
their benefliclaries; and
**(i1) defraying reasonable expenses of
administering tha2 Thrift Savings Fund or applicable
portions thereof: “

**(B) with the care, skill; prudence, and diligence
under the circumstances then prevailing that a prudant
man acting 1n a like capacity and fémillar with suca
matters would use in the conduct of an enterpriss of a
like character and with like objectives; and

**(C) to the extant permitted by sectlon 8427 of this
title, by dlversif?ing the investments of the Thrift
Savings Fund or applicable portions ther2of 50 as to
minimize the risk 2f large losses, unless under the
circumstances it is clearly prudent not to d> so.

**(2) No fiduclary may maintain the indicia »f ownership

of any assets of the Thrift Savings Fund outside the

jurisdiction of the district courts of the United States.

**(c)(1) A fiduclary shall not cause the Thrift Savidgs

Fund or any portion thar=o0f to engége in a transéction. if
the fiduciary knows or should know that such transaction

constitutes a direct or indirect--

‘*‘(A) sale or exchange, or leasing, 2f any prop2aciLy
between the Thrift Savings Fund and a party in latecest:;
**(B) lending of money or other extension of creadit

between the Thrift Savings Fund and a pacty in iatersst;
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1 **(C) furnishing of goods, services, or facilities

2 between the Thrift Savings Fund and a party in intsrast:
3 or

4 **(D) transfer to, or use by or for the benefit of, a
5 party in interest, of any assets of the Thrift Saviags

6 Fund.

7 **(2) A fiduclary shall not--

8 **(A) deal with any asseté of the Thrift Savings Fund
9 -in his own interest or for his own account;

192 **(B) act, in his individual or any other capacity,
11 in any transéctlan iavolving the Thrift Saviags Fund for
12 the benefit of a party (or represent a party) whose

13 interests are adverss to the interests of the Thrift
14 Savings Fund or the interests of its participants or

15 beneticiaries; or .
16 **(C) receive any consideration for his swn perssaal
17 account from any party dealing with sums credited ts the
18 Thrift Savinés Fund in connecticn with 3 traﬂsactian

19 Involving assets of the Thrift Savings Fund,'except fo2s
20 which the fiduciary is entitled to receive as provid=d in
21 a contract awardad under section 8427(b) of this title.
22 ~**(3) For the purposes of this subsection, a transfer of

23 real or personal property by a party in interest to 3a plan
24 shall be treated'as a sale or exchange if the property is

25 subject to a mortgage or similar lien which the plan assunmnas
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1 or 1f 1t is subject to a mortgage or similaé lien which a
2 pacty-in-interest placad on the property within the 12-year
3. perlod ending on the dats of the transfer.
4 *Y(d)(1)(R) Any fiduciar§ that breaches the
S responsibilities, duties, and obllgations set out 1n
6 subsection (b) of this section or violates subsection (2) of
7 this section shall be liable to make good to the Thrlift
81 Savings Fund any losses to such fund resulting from each such
9 br2ach or violation and to restore to such fund any orofits
19 méde by the fiduclary through use of assets of such fund by
11 th2 fiduciary, and shall bhe subject'to‘such other eguitable
12 or remedlel relief as a court considers appropriate. A
13 fiduciary may be removed for a breach referrad to in tne
14 praceding sentence.
15 **(B) The Attorney General of the United States mnay
16 asséss a civil‘penalty ajainst a party in interest engaglag
17 in a transaction prohibited by subsection (c) of this
18 section. The amdunt 2f such p2nalty may not exceed 5 pér:ent
19 of the amount involved (as defined in section 4975(f)(u) of
20 th2 Internal Revenue Code of 1954); except that, if th2
21 transaction is not corrected (in such maﬁner as the Attorney
22 General shall prescribes by regulation consistent wita sa2ctioan
23 4975(f£)(5) of the Internal Revenue Code of 1954) within 92
24 days after the date the Attorney General transmits notice to

25 the party in interest (o7 such longz2r perlod as the Attornay
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General may permit), such penalty may be in an anount not
more than 129 percenﬁ 2f the amount involved.
‘*(C) A fiduciary shall not be liable under subparagraph
(A) of thils paragraph with respect to a breach of fiduciary
duty under subsectlion (b) of this section committed beforse
becoming a fidudiary or after ceasing to be a fiduciary.
**(2) A civil action may be brought in the district
courts of the Unilted States--
‘*(A) by the Attorney General of the United Statas--
**(1) to detasrmine and enforce a liabllity undesr
paragraph (1)(A) of this subsection; or
**(il) to zollect any civil penalty under
paragraph (1)(B) of this subsection; or
‘*(B) by the Attorney General of the United Statzas,
any participant, former participant, othar beneficiary,:
or fiduciary-- |
"*(1) to enjoln any act or practice whica
violates any g-covision of subs2ction (b) or (c) of
this section; or . |
**(i1) to obtain any other approprlate equitable
relief to redress a violation of any such provision:
‘*(3) An action may not be commenced under paragraph (2)
of this subsection with respect to a fiduclary‘’s breach of
any responsibility, duty, or obligation under subsection (b)

of this section or a violation 2f subsection (c) 2f this

~
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1 section after the earlies 0f--

2 **(A) 6 years after (i) the déte of the last action
3 which constituted a part of the bresach or violation, »or
4 (11) in the case of an omission, the latest date on which
5 the fiduclary could have cured the breach or violation;
6 or
7 | **(B) 3 years after the earliest date2 on which the
8 plaintiff had actual knowledge of the brezach or
9 violation; 2xcept that, in the case of fraud or
12 concealment, such action may be commenced not latar than
1 6 years after the date of discovery of such breach or
12 violation.’’.
©13 (b) The table of chapters at the beginning of part III of

14 suzh title is amended by inserting after the item relating to
15 chapter 83 the ifollowing new item:

‘Y84, Civil Service Pension SYSteMececceoscccsscscese 8421."".

16 TITLE II--AXENDMENTS RELATING TO SOCIAL SECURITY
17 . AHENDHENTS‘TQ THE SOCIAL SzCURITY ACT
18 Sec.. 281. Section 212(a)(5) of the Social Security Act is

19 amended--

282 (1) by striking out *‘*or’’ at the end of subparagraph
21 : (F);

22 (2) by striking out'the-semicolon at the end of

23 subparagraph (G) and inserting in lieu theredf **, or’’;
24 and
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1 | | f3) by addin; at the end ther=0of the followingy nzw

2 subparagraph:

3 Y*(H) service performed by an individual after

4 such individual has commenced participation in the
5 Civil Services Pension System pursuant to section 8471

6 of title 5, United States Code:;‘°’.

7 AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954

8~. Sec. 202. Section 3121(b)(5) of the Internal Revesnue CZode

9 of 1954 is amended--

19 (1) by striking out **or’’ at the end of subpataéraph

1 (F):

12 (2) by striking out the semicolon at the end of

13 subparagrapn (G) and inserting in lieu tneceaf **, oc’‘;

14 and

15 (3) by adding at the end thereof the following new

16 subparagraph:

17 ‘Y (H) servic2 performed by an individual after
'v18 sucn iﬁqividual nas commenced participation in tha

19 Civil Secrvice Pension System pursuant to section 8471

20 of title S5, United States Code;‘’.

21 TITLE III--MISCELLANEOUS AND CONFORMING AMENDMENTS

22 EXTENSION OF FEDERAL EMPLOYEES® RETIREMENT CONTRIBUTION

23 TEMPORARY ADJUSTMENT ACT OF 1983

24 Sec. 381. (a) Sections 282(1), 282(6), 283(a)(4)(R),

25 293(a)(4)(B), 28u4(a), 20856(b)(2)(A)(1), andA2G6(c)(3) of the
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1 Federal Employees’ Retirement Contribution Temporary

2 Adjustment Act of 1983 (97 Stat. 1186; 5 U.S.C. 8331 not2)

3 are amended by striking out *‘*January 1, 1986°‘’ each placz 1t
4y appearé and insetting in lieu thereof **January 1, 1987°°.

5 | (b) Section 285 of such Act is amended by striking out

6 ‘‘and 1986°‘ in subsections (b) and (c) and inserting in lieu
7 thereof **1986, and 1987°°.

8 PAY RETENTION FOR CERTAIN DISABLED EHPLOYEES

9 Sec. 3¢2. Section 5353(a) of title 5, United States Code,

12 1is amended--

1 (1) by striking out **or’’ at the end of paragraph
12 (2);

13 (2) by cedesignatingiparagrapn (3) as paragraph (4);
14 and

15 (3) by inserting before paragraph (4), as

16 redesignated by claus2 (2), the fsllowing new pacagcaph
17 (3):

18 **(3) who--

19 *‘(A) is removed from a position subject to tails
29 subchapter by reason of being disabled (for the

21 purposes of subchapter V of chapter 8u4 of this

22 title); and |

23 ‘ **(B) is placed in another position which is

24 subject to this subchapter and is in a lower grads
25 than the previous position; or’’.

~
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1 MISCELLANEQOUS AMENDMENTS TO CHAPTER 83 OF TITLE 5, UNITED
2 . STATES CODE
3 Sec. 303, (a) Section 8331(1)(G) of title 5, United

"4 States Code, i1s amended to read as follows:

) **(G) an individual first employ2d by th2

6 government of the District of Columbia baforz January
7 1, 1987;°°.

8- - (b) Section 8332 of such title 1s amended by adding at

9 the end thereof the following new subsaction:
12 '*(n) Except as provided in section 8472(b) of this |
11 title, service performed while a participant in the Civil

- 12 Service Pension System under chapter 84 of this titls is aot
13 creditable under this section.’’.
14 (ci(1) The‘first sentence of éection 8333(b) 2f suca
15 title 1s amended by inserting *‘or chapter 84 of this titls’’.
16 after ‘*‘subject to this subchapter’’.
17 (2) Section 8333(c) of such title is amended by adding at
18 th2 end thersof the following nsw sent2nce: ‘‘Thz2
19 regulrements of the first sentence shall apply oniy with
29 respect to the civilian service performed by a Member while
21 not a participant in the éivll Service Pension System under
22 chapter 84 of this title.’’.
23 (d) Subsection (a) of section 8334 of such title is
24 amended--

25 (1) in the first sentence of paragraph (1), by
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1 strikiné out *‘The enploying’’ and inserting in lieu
2 thereof *‘Except as provided in paragraph (3) of this
3 subsecticn, the employing®’; and
4 (2) by adding at the end thereof the following new
5 paragraph: |
6 ~ ““(3)(RA) In the case of an employee or Member who was

7 subject to this subchapter before Jahuary 1, 1984, and whose

8 service--

9 **(1) 1s employment for the purposes of titls II of
10 the Social Security Act and chapter 21 of th2 Internal
11 Revenue Code of 1954; and
12 *Y(ii) is not creditable service for any purpos2
13 under chapter 84 of this title,

14 an employing agency shall deduct and withhold from the basic
15 pay of the employee or némber under paragraph (1) of this

16 subsection during any pay period only the amount computad

17 pursuant to subparagraph (B) of tﬁis paragraph.

18 **(B) The amount dsducted and withh2ld from bésl: pay

19 during any pay period pursuant to subparagraph (A5 of this

20 pacagraph in the cas2 2f an employee or Memb2r re2ferr2d to in

21 such subparagraph shall be the excess, if any, of--

22 **(1) the amount that would be'deducted and witnah21d
23 under patagraph (1) of thlis subsection but for this
24 paragraph, over

25 **(11) the amountvof the employment taxes deduct=ad

Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



Declassified in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

#79918.396 'S.L.C.
, 120
1 and withheld from the basic pay of the employee or Member
2 for the pay period pursuant section 3121(a) 3f the
3 Internal Revenue Code of 1954.°°.
4 (e) The first sentence of section 833u4(d) of such title

5 1s amended by inserting after ‘‘subchapter’’ the following:
6 ‘', other than an employee or Member who is a participant in
7 th2 Civil Service Pension Systen undef chapter 8u of this
8 title, ‘.
9 (f) Section 8339 of such title is amended by adding at
18 »the end thereof the following new subsection:
11 **(o0)(1) Effective on the first day of the month in which
12 an annuitant or a survivor beéomes 62 years of age, the
13 anaulty or survivor annuity computed under the other
14 subsections of this section shall be reduced by an amosuat
"15 egqual to the amount (if any) by whlch the ananuitant’s or
16 sucvivor annuitant’s ban2fit under title II of the Social
17 Security Act exceeds the amount of such benefit to which he2
18 Qould be entitled if the services described in paragraph (2)
19 of thls subsection wers not taken into account.
29 **(2) The service described in this paragraph is th2
21 clvilian service that 1s covered by amounts deducted and
22 wlthneld as provided in section 8334 (a) (3) of this title
23 and is taken into account for the purpose of‘computing--
24 **(R) the annuity or survivor annuity; and

25 **(B) benefits under such iltle of tne Social
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Security Act.’’.

CONFORMING PROVISIONS FOR THE POSTAL SERVICE RETIREMENT
SYSTEN

Sec. 3@4. Section 1885(d) of title 39, United States
Code, is amended to read as follows:

*r(d) Officers and emnployees of the Postal Service (other
than the Governors) shall be covered by chaptecs 83 and 84 »of
title 5 according to the provisions of such chabters. The
Postal Service shall withhold from pay and shall pay intd the
Civil Service Retirement and Disability Fund the amounts
spacified in or determinad uﬁder such chapter 83. Th2 Postal
Service shall pay into the Civil Service Retirema2nt and
Disability Fund the amsunts specified or determined undsc
subchapters II and V of such chapter 84. The Postal Servics
shall pay into the Civil Service Thrift Savings Fund th2
amounts specifiad in or determinsd under subchapter III Of
such chapter 8u4.°'’.

SROUP LIFE INSURANCE FOR CERTAIN PARTICIPANTS IN THE CIVIL
SERVICE PENSION SYSTEM '

Sec. 385. (a) Subsection (a) of sectlion 8787 of sucn
title is amended--

(1) by striking out **(a) During’’ and 1inserting 1in

lieu thereof **(a)(1) Except as provided in paragrapn (2)

of this subsection, during’’; and

(2) by adding at the end ther=25f the following 2%
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paragraph:
**(2) Paragraph (1) o2f this subsection shall not apply to

an employee who is raquired by section 8&@2 of this title to
be a participant in the Civil Service Pension System.’’.

(b) Subsection (a) of section 8788 of such title is
amended--
(1) by striklng out ‘‘(a) For‘‘ and inserting in lieu
thereof **(a)(1) Excapt as provided in paragraph (2) of
this subsection, for‘‘’; and
(2) by adding at the end ther=of the following n2w
paragraph: |
**(2) For each period for which an employee ~eferresd to
in sectlion 8727(a)(2) of this title is insurad under a policy
of- insurance referred to in paragraph (1) of this subsection,
a sum equal to one and one-half of the amount which, but for
such section 8727(a)(2), would be withheld from the pay of
the employee under section 8727(a)(1) of this title shall be
contributed from tﬁe abp:opriation-ar tund which is ué2j Lo
pay the employee.’’.

HEALTH BENEFIT PLAN ELIGIBILITY FOR FORMER SPOUSES

Sec. 366. (a) Section 8901(19) of title 5, United Statzs
Code, is amended--

(1) in subparagraph (C)(i)-- -

(R) by inserting ‘‘or 8457°‘ after ‘*83u45(3)°‘;

and

Declassified in Part - Sénitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4



o Decla§sifieq in Part - Sanitized Copy Approved for Release 2012/11/15 : CIA-RDP87M01152R000200180011-4

0

279912.396 ' , S.L.C.

123 .
1 (B) by inserting ‘‘or 8434’ after **8341(h)°‘;
2 and
3 (2) in subparagraph (C)(11)--

4 _ (A) by iasarting “*‘or 8434°° after "*8341(h)’’;
5 and

6 (B) -by insesrting *‘or 8457°° afterv“8345(j)".
7 . (b) Paragraph (1) of section §985(c) of such title is

8 am2nded--

9 (1) in subparagraph (B), by inserting *‘or

10 8435(a)(1)‘’; and

11 (2) in thé second s2ntence--

12 (R) by inssrting ‘*‘or 8u34°° aftsr “*8341(h)’°;
13 and

14 (B) by -inserting *‘or 8457°° after "'8345(3)°°.
15 EMPLOYEES OF NONAPPROPRIATED FUND INSTRUMENTALITIES

16 Sec. 327. Sectisn 2185(c) of titls 5, United States Code,

17 1s amended by inserting **, chapter 84,°’ after *'‘chapter

18 81°°* in clause (2) 2f th2 first sentence.

19 TITLE IV--AUTHORIZATION AND EFFECTIVE DATES
20 FIRST YEAR EXPENSES OF THE BOARD
21 Sec. 481. (a) Notwithstanding section 8u426(c)(3) of title

22 5, United States Code (as added by section 131 of this Act),
23 th2 expenses incurred in the administration 2f tahe Civil
24 Service Thrift Investment Board established by section

25 8u491(a) of such title (as added by section 181 of this Azt)
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1 during fiscal yeafs 1886 and 1987 shall be.ﬁaid from sunmns

2 approprlated pursuant to subsection (b).

3 (b)'There are éutharlzed to be appropriated to tne Civil
4 Service Thrift Investment Board, for fiscal years 1986 and

5 1987, such sums as may be necessary to pay the expenses

6 incurred 1n the administration of the Civil Service Thrift

7 1Investment Board during such fiscal year.

8 | EFFECTIVE DATES

9 Sec. 492. (a) Except as provided in subsection (b) or

12 (c), this Act and the amsndments made by this Act shall take
11 effect Jénuary 1, 1987.

12 (b) Subchapter VIII 5f chapter 84 of title 5, United

13 States Code (relating to the Civil Service Thrift Investnent
14 3o3ard), as added by section 181, shall take e2ffect on tnae

15 date of enactment.
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SUPPLEMENTAL RETIREMENT PLAN

Compared to Current Civil
Service Retirement System

1. DEFINED-BENEFIT PORTION

Current CSRS

¢1Rk7 /75

Supplemental plan (6/18/85)

Bligibility

Federal employees who are not

covered by social security.

Federal employees who are
covered by social security.

Required employee
contributions

7% of total pay.

None, except for social
security.

/-Vesting of retirement
benefits

5 years service, provided
employee does not withdraw
his own contributions.

5 years service.

Salary base

Average of High-3 yrs salary.

Ignores bonus & overtime.

Average of High-5 yrs. Ignores
bonus, overtime, pay cap.

Retirement benefit
formula (accrual rate)

1.5% x first 5 yrs. service,
1.75% x next 5 yrs. service,
2.0% x yrs. of avc. over 10;
all times salary base.

1.0% times years of mervice.

Eligibility for retirement

1. Unreduced

2. Reduced

3. Involuntary

4. Deferred vested

Age 55 & 30 years service,
Age 60 & 20 years service,
Age 62 & 5 years service.

No provisions.

Age 50 & 20 yrs. service.
Any age & 25 yrs. service.
At least 5 yrs. service,

and does not withdraw
employee contributions.

Age 62 & 5 years service.

Age 55 & 10 years service.
Age 50 & 20 yrs. service.
Any age & 25 yrs. service.

At least 5 yrs. service when
employment terminates.

Amount of retirement benefits

1. Unreduced

2. Reduced

3. Inovoluntary

4. Deferred vested

Based on accrual rate,
without reduction.

No provisions.

Reﬁuced 2% for each year
under age 55.

Accrued benefit payable
at age 62.

Based on accrusl rate,
without reduction.

(A) Age 55 & 30 yrs. service,
benefit reduced 2% for
each year under age 62.

(B) Age 55 & 10 yrs. service,
benefit reduced 5% for
each year under age 62.

Reduced 2X for each year
under age 62.

Full accrued benefit payable
at age 62. Reduced benefit
can be elected when former
enployee attains age 55

with the service needed for
early retirement (10 years

or 30 years), with reductions
at 5% or 2% per year under 62.

Refunds

Option to withdraw at
separation sums
contributed with
benefits forfeited.

No contributions, thus
no refund.

Cost-of-living
adjustments (COLAs)

Annually, 100X of

rate of inflation as
measured by increase in
Consumer Price Index (CPI).

50X of CPI increase, but
not less than CPI increase
minus 2 percentage points.

Optional forms of benefits

Joint-&—-survivor annuity.
(55% rate, with "pop-up"--
at death of contingent
annuitant, reduction in
benefits is discontinued.)

Subsidized (leas than full
actuarial reduction).

1. Joint-&-survivor annmuity.
(50X rate, with "pop-up”"--
at death of contingent
annuitant, reduction in
benefits is discontinued.)

2. Social security leveling
option (ages 55-62).

Suspension of benefits
during re-employment

Applies only to involuntary !/
retirement cases.

Applies to all retirements.
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Current CSRS " Supplemental plan (6/18/85)
Employee contributions, N/A Up to 5% of pay.
paid by salary reduction,
matched by employer
Employer contributions N/A $1 for each employee $1.
Additional employee N/A Up to 5% of pay.
voluntary contributions,
paid by salary reduction,
not matched
Vesting N/A ' Employee immediately vested

for own contributions,
employer contributions
vested at 20X after

1 year of service,
increasing to 100X

after 5th year, with any
investment gains/losses.

Investment of N/A Employee may elect investment
employee accounts of his account in:
(A) Government securities.
(B) Fixed-income securities,
using insurance company
Guaranteed Investment
Contracts (GICs) or other
private-sector assets.
(C) Bquities, using index fund
invested in proportion
to a diversified common
stock portfolio such as
Standard & Poor’s 500
Stock Index.

Phase—-in of private-sector
investment option after thrift
plan contributions begin:

Required to be in
Contrib- gov’t securities
utions in
cal. year Employee Employer

1986 N/A N/A
1987 100 100
1988 80 - 100
1989 60 100
1990 40 100
1991 20 100
1992 0 80
1993 0 60
1994 0 40
1995 0 20
Payout of employee N/A Employee may elect payout of
retirement accounts account balance as follows:

1. As apnnuity under CSRS.

2. In cash (at retirement
age, death or disability).

3. As rollover to IRA (at
termination of employment
or death).

No withdrawal of funds by
active employees.

Possible loans to employees
will be determined by
regulations.
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3. DISABILITY BRNEFITS

Current CSRS

Supplemental plan (6/18/85)

Administration
and eligibility

Provided from CSRS,

if employee has 5 years

of service for eligibility.
Customarily paid after

-sick leave is used up.

To be provided under separate
Long-Term Disability (LTD)
plan with third-party
administrator. Disability
benefits are paid first from
unused sick leave, then

after no further waiting
period from LTD plan, if
esployee has 18 months of
service for LTD eligibility.

Definition of disability

Unable to do own job.

During first year after
entitlement to LTD benefits,
employee must be unable to do
his own job. After first
year, employee must be unable
to do any federal job

for which he is qualified

in same commuting area

and within 2 grade levels.
During disability, total
income from work may not
exceed 60X of pay level for
former job, and employee may
be given physical exams.

Disability benefit
amounts

Annuity earned at onset,
or if greater, the lesser of:
(a) 40x of salary base, or
(b) Annuity based on

service projected

to age 60 at the

same salary base.

60 percent of salary, offset
after 5-month waiting period
by 100X of social security
primary benefit, payable

to age 62.

If social security definition
of disability is not met,
benefits are reduced one year
after entitlement to LTD
benefits, to 40 percent

of salary, payable to age 55.

HI-5 used to figure retirement
benefits at age 62 increases
to reflect current pay level
for employee’s former job.

Retirement benefits
after disability

Disability pension
continues for life
if no recovery before
normal retirement age.

During LTD benefit period,
employee’s service continues
to be credited toward defined-
benefit formula, high-5
amount goes up to reflect pay
level for employee's former
job, and employee may partic-
ipate in defined-contribution
part of the plan. After LTD
benefit period ends, employee
is eligible for retirement
benefits based on age and
service at that time.
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4. SURVIVOR BENEFITS

Current CSRS

Supplemental plan (6/18/85)

Preretirement death
benefit, spouse or
former spouse.

At death of active
employee with 18 months
service, surviving spouse
gets group life and

55% of the annuity
earned at death, or, if
larger the lesser of

(a) 55% of 40x of salary
base, or (b) 55X of
annuity earned with
service projected to

age 60 at same salary
base.

Surviving spouse gets:

(A) Any social security
benefits payable;

(B) Group life. All employees
to get basic noncontrib-
utory amount equal to
the basic amount under
current law. (This is
one times annual pay
rounded to next higher
$1,000, plus $2,000, at
ages 45 and over, and
is higher for those
under age 45.)

(C) At death of member who
is eligible to retire,
lifetime pension equal to
50% of accrued pension,
reduced for early retire-
ment and for election of
50% joint-and-survivor;

(D) At death of member who
is vested but not eligible
to retire, lifetime pen—
sion (commencing when the
employee first would have
been eligible to retire)
equal to 50X of accrued
pension, reduced for early
retirement and for
election of 50X joint-and-
survivor anmnuity.

(BE) Thrift plan account.

Preretirement death
benefit, children

Unrelated to annuity;
annually adjusted dollar
amount varied by number
of children, and whether
or not orphaned.

None from plan; benefits
provided by social security.

Optional post-
retirement
death benefit,
spouse or
former spouse

55% of earmed retirement
annuity unless choice
rejected; option

results in reduction

to earned retirement
annuity of 2.5% of

first $3600 of annuity
and 10X reduction .

to annuity over $3600.

Anpuity to married retiree

is automatically reduced-
actuarially as in a 50X joint-
and-survivor plan to provide a
spouse survivor annuity.
(Automatic unless rejected.)

Children

Same as for pre-retirement
death benefit.

None from plan; benefits
provided from social security.
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Supplemental plan (6/18/85)

Retirement ages for law en—
-forcement, firefighters,

air traffic controllers,
Congress, etc.

‘cement officers
Law fighters may retire
and g g 20 years service.
at ijg 2.5% of high-3
B?pirst'20 years of
1}, plus 2% times
::b beyond 20 years.

raffic controllers
'etire after 25 years,
! age 50 & 20 years,

" unreduced benefits

ir the regular formula,
not less than
| of high-3.

her groups have special
jntr;bntions, benefits.

Law enforcement, firefighters,
and air traffic controllers
may retire at age 55 with 25
years of service. Supplement
equal to social security
payable between ages 55-62.

National guard technicians
may retire at age 55 with
30 years service, with no
supplement payable.

These classes may retire
before age 55, if they have
25 years of service, with
reduction of 5% per year
below age 55, and with no
supplement payable before 55.

Other groups get the regular
benefits of the planm.

Treatment of non-federal
employees as federal
employees for purposes
of retirement ’

‘Certain groups are
included.

Newly hired employees of the
D.C. government are excluded
from this program.

Transfers of current
employees to new progr

N/A

Current employees may elect to
join social security and new
program. Credit in current
program is frozem, except that
high-3 pay continues to run.
All service counts toward both
programs’® eligibility for
retirement and vesting.

Employee is given credit for
prior federal service toward
social security eligibility
for survivor and disability
coverage, and the social
security windfall-benefit
reduction is waived.




